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WORLD  NEWS 

Chirac  in  move  to 
sway  US  policy  on 
exchange  rates 

French  president  Jacques  Chirac 
win  today  try  to  bridge  the  wide 
gap  between  the  US  and  the 
euro-zone  over  exchange  rate 
policy  ahead  of  a meeting  of  the 
Group  of  Seven  IndustrlaUsed 
countries.  Europe,  Page  2; 
Editorial  Comment,  Page  11 

Romanian  miners’  leader  arrested 
Romanian  police  arrested  Miron 
Cozma,  militant  leader  of  the 
country's  cote  miners,  amid  vio- 
lent dashes  with  thousands  of 
miners.  Europe,  Page  3 

fared  could  risk  US  sanctions. 
Israel  risks  sanctions  under  US 
trade  law  unless  It  enforces  legis- 
lation to  combat  pirated  music, 
software  and  compact  discs,  us 
diplomats  warned.  Page  12 

Banana  dispute  erupts  again 
The  US  and  the  European  Union  . 
crossed  swords  over  bananas 
again  when  Brussels  asked  for  a 
World  Trade  Organisation  panel 
to  rule  on  a law  that  provides  for 
unilateral  trade  sanctions. 

World  trade,  Page  4 

Pakistan  to  begin  debt  talks 
Pakistan  Is  to  begin  formal  talks 
with  commercial  bank  creditors 
on  rescheduling  $80Qm  in  debt 
Page  12;  Warning  for  bond 
investors.  Page  6;  Capital 
markets,  Page  20 

Treaty  on  Ukraine  borders  ratified 
Russia's  federation  council,  the 
upper  house  of  parliament 
ratified  an  historic  1997  treaty 
recognising  the  territories  sover- 
eignty of  neighbouring  Ukraine. 
Europe,  Page  3 

htdonesia  to  ban  mtinopoHas 
Indonesia  is  to  break  with  some 
of  the  worst  economic  distortions 
of  former  president  Suharto's  rule 
by  banning  monopolies. 
Asia-Pacific,  Page  8 

BJ  hopes  to  resume  aW  to  Moscow 

EuropeanUnton  officials  hope  to 
be  able  to  eliminate  obstacles 
that  hove  prevented  ttemfrom v ■ 
sendtng  food  aid  to  Russia  m jjf  ' 
Moscow  admmH:  flteafthg;, 
Europe,  Page  3 

uwBKiixnB  mm  UKXanm  mn 

Kofi  Annan,  United  Nations  seo-. 
rotary-general,  Is  to  write  to  • 
Lflaya  with  clai locations  about  >. 
arrangements  for  the  trial  of  two 
suspects  in  the  1988  bombing  of. 
a Pan  Am  ilrftw  over  Lockoffcla, 
Scotland.  International,  Page  7 

ronno  ranms  iwid  ■nuy 
Poland  ratified  the  agreement 
providing  Tor  Its  entry  Into  Nato, 
clearing  the  way  for  Its  accession 
to  the  western  affiance. 

Europe,  Page2 

Tashkent  on  guard  after  bombs 
Soldiers  were  guarding  key  build- 
ings In  Uzbekistan's  capital  Tash- 
kent fotowlng  bomb  attacks  that 
killed  at  least  IS  people. 
tntematJonai,  Page  7 .. 

Qbaaanfo  picks  nmnJng  mate 

Atiku  Abubakar,  a prominent  pol- 
itician from  northern  Nigeria,  was 
named  as  running  mate  to  the 
former  military  ruler,  CHusegun 

Obasanjo,  fen  presidential  elec- 
tions. International,  Page  7 

Siena  Leone  fighfino  spmks  exodus 

A baffle  for  the  town  of  Kambia 
In  Slem  Leona  has  triggered  an . 
exodus  erf  thousands  of  cMIlans 
from  the  area,  add  workers  said. 


BUSINESS  NEWS 


Software  AG  could 
raise  up  to  $5G0m 
in  big  European  IPO 

Software  AG,  the  German 
enterprise  systems  producer, 
announced  details  of  what  is 
expected  to  be  Europe's  largest 
software  Industry  stock  market 
launch.  The  IPO,  due  in  the  sec- 
ond quarter,  is  expected  to  raise 
at  least  DM1  bn  ($500m). 
Companies  and  markets, 

Page  13 

Aste-SeanJa,  Swedish  heavy  truck 
manufacturer,  reiterated  its  oppo- 
sition to  a potential  takeover 
from  rival  {fofvo,  and  unveiled  an 
18  per  cent  increase  in  foil-year 
profits.  European  companies. 
Page  14;  Pacific  companies. 
Page  15  - 

BP  Amoco,  recently  merged  oil. 
group,  Ts  to  accelerate  Its  inte- 
gration to.  try  to  deliver  S2bn  of 
projected  cost  savings  within 
12  montos,  almost  a year  earlier 
than  forecast  Companies 
and  maricatu,  Page  13; 

Lex,  Page  12  ' 

HJ  Heinz,  US  food  company, 
plans  to  cut  as  many  as  4,000 
Jobs  from  fts  worldwide  work- 
force of  40,000  over  the  next 
four  years  as  part  of  a wide- 
ranging  restructuring.  Com- 
panies and  markets.  Page  13 

Danka  Business  Systems,  troubled 
photocopier  supplier,  last  night 
surprised  the  market  with  news 
of  a $236. 2m  restructuring 
charge,  which  pushed  third- 
quarter  losses  to  $320.8m  and 
wiH  lead  to  1 ,400  Job  losses. 

UK  computes,  Page  17 

NEC  president  Hisashi  Kaneko  Is 
likely  to  face  pressure  to  resign 
at  an  extraordinary  board  meet- 
ing on  Friday  when  Japan's  larg- 
est personal  computer  manufac- 
turer Is  expected  to  report  huge 
losses.  Companies  and 
markets.  Page  13 

A Microsoft  axaoutiva  accused 
rival  Netscape  Communications 
of  fabricating  allegations  of  an 
coUttempttocarae  cp^he. — 
iraarfTri  Internet  software. 

US  andba^d^  Page  5 

AT8T  sharaholdere  approved  the 
US  long-distance  tetacommuni* 
cations  group’s  $48bn  purchase 
of  cable  television  company  Tete- 
Communteations  Inc  In  a move 
tohraBta  a Orie-stop  shop  for 
phone,  Internet  and  cable  talevri- 
SjohUS  companies.  Page  18 

Asian  Development  Bank  and  the 
World  Bank  areconsi  daring 
■fflntaring  an  Indonesian  debt 
would  make  a costly 
bank  bail-out  possible  without 
toe  country's  deftti  ballooning. 
Asia-Pacific,  Page  6 

Starwood  Hotels  of  the  US,  alms 
to  Increase  fts  hotels  by  45  per 
cent  to  more  than  1,000  proper- 
ties. US  companies,  Page  16 

fhnrisctta  Bank  of  Germany  . 
reported  better  than  expected 
profits  for  1998  and  indicated  it 
had  recovered  from  the  battering 
Inflicted  by  the  financial  turmoil  h 
Aslaand  Russia.  European 
companies,  Page  14 
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Germany  set 
for  battle  with 
ECB  over 
rate  cut  plea 


By  Tony  Buber  in  Ruifcfurt,  Ssnid 
Baker  bi  Washington,  Peter  Norman 
In  Brussels  and  6URm  Tett  In  Tokyo 


Germany  and  the  ' European 
Central  Bank  fees  .a  tense  con- 
frontation as  Oskar  Lafontaine, 
German  finance  minister,  is 
expected  to  set  out  the  case  for 
stimulating  the  euro-zone  econ- 
omy at  an  ECB  moating  today. 

Mr  Lafontalne  contends  that 
Germany,  which  represents 
about  35  per  cent  of  the  Ll-nation 
euro-zone  economy,  needs  a rate 
cut  or  a fiscal  stimulus  because 
the  financial  and  economic  crises 
in  Asia,  Russia  and  TjUti  Amer- 
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lea  have  damaged  German 
growth  and  kept  unemployment 
at  more  than  4m.  His  deputy, 
Heiner  Flassbeck,  told  the  Euro- 
pean Parliament’s  monetary 
affairs  committee  yesterday  that 
a sharp  decline  in  global  growth 
had  sent  a shock  through  Europe 
that  was  depressing  domestic 

demand. 

But  economists  believe  the 
ECB’s  policymaking  governing 
council  is  likely  to  resist  recent 
calls  from  centre-left  govern- 
ments in  Germany  and  France  to 
reduce  rates  in  the  euro-zone. 

The  ECS  meeting  wiH  set  the 
scene  Cor  tough  discussions  at 
this  weekend's  gathering  of 
finance  .ministers  and  central 
hank  governors  from  the  Group 
of  Seven  industrialised  nattgos 
about  how  to  stimulate  global 
economic  growth. 

Robert  Rubin,  US  Treasury  Sec- 
tary, indicated  yesterday  that 
the  US  would  use  the  G7  meeting 


to  urge  Europe  and  Japan,  to 
promote  domestic  demand-led 
growth. 

Economists  said  the  shock  to 
the  German  economy  had  been 
so  great  that  it  night  even  have 
contracted  In  the  last  three 
months  of  1908.  The  Ho  index  of 
west  German  business  confidence 
has  also  fallen  for  seven  succes- 
sive months,  though  some  econo- 
mists believe  the  Index  for  Janu- 
ary, to  be  published  tomorrow, 
will  show  a modest  improvement. 

Mr  Rubin  warned  yesterday 
that  the  US  could  not  keep  the 
world  economy  afloat  forever. 
“The  international  system  cannot 
sustain  indefinitely  the  large  cur- 
rent account  imbalances  created 
by  the  disparities  in  growth  and 
openness  between  the  US  and  its 
major  trading  partners." 

He  also  said  the  US  would 
reject  calls  from  European  lead- 
era  far  exchange  rate  target  zones 
between  the  main  currencies.  “If 
our  currency  is  weak  at  the  tima 
when  our  economy  is  weak ...  we 
would  then  be  required  under 
that  theory ...  to  raise  interest 
rates  at  the  very  time  that  our 
economy  is  weak.  That  seems  to 
us  counter-productive,”  he  said, 
in  a pointed  response  to  calls  by 
Jacques  (Thlrar.,  the  French  presi- 
dent, for  greater  efforts  to  stabi- 
lise currencies. 

in  an  article  in  yesterday's 
Wall  Street  Journal,  Mr  Chirac, 
who  begins  a two-day  visit  to  the 
US  today,  said  sustainable 
growth  In  the  US,  Europe  and 
Japan  “depends  on  stability 
between  oor  ‘Currencies’'. 

Meanwhfie,  Elsuke  SakaMbara. 
Japan’s  vice-minister  of  finance 
far  international  affaire,  admitted 
it  was  “natural  for  the  yen  to 
weaken  as  a result  of  the  very 
dramatic  easing  of  monetary 
pdicy”. 


Duty  free  sales  to 
end  as  EU  defies 
Germany  and  UK 


By  Earns  Theta  in  Brands 


Tfte  European  Commission 
clashed  with  Germany  and  the 
UK  yesterday  after  it  defied  their 
calls  to  extend  the  life  erf  duty 
free  sales  fen-  travellers  inside  the 
European  Union. 

ThB  Sgrfodnn  to  hiU  nff  the  tUX. 

concession  at  mid-year  was 
described  fay  Gerhard  Schroder, 
the  German  chancellor,  as 
’incomprehensible'’  because  of 
implications  for  job  losses,  partic- 
ularly in  coastal  regions  -with 
high  unemployment 

Mr  Schr&der  said,  the  duty  free 
regime,  which  allows  alcohol  and 
tobacco  to  be  sold  free  of  excise 
duty  inside  the  EU  in  airports; 
ferries  and  aircraft,  should  be 
axtanded  for  up  to  five  years  to 


allow  the  industry  to  adjust 
He  promised  to  put  the  issue 
on  ♦ho  Bgwrori*  of  next  month's 
summit  of  European  Union  lead- 
ers in  Berlin  pniwat  the  Gcanmis- 
sjou  presented  acceptable  propos- 
als for  an  extension  to  finance 
ministers  on  March  15. 


At  their  December  summit  in 
Vienna.  EU  fowHfo  erf  government 
asked  the  Brussels  executive  to 
look  again  at  the  regime  and  to 
nwpM  the  Of  its  ahnTWnn 

on  employment. 

A report  by  the  Commission 
conceded  that  some  jobs  would 


go.  But  it  said  these  would  be 
offset  by  .efficiencies  generated 
from  scrapping  the  subsidy 
implicit  hi  duty  free.  . 

Mr  schrtder  said  the  Commis- 


sion’s  refusal  to  extend  the  life  of 
duty  free  “conformed  to  no  way” 
with  the  instructions  given  by 
the  Vienna  summit. 

Any  reprieve  for  duty  free  sales 
would  require  the  unanimous 
agreement  of  all  15  EU  member 
states  to  undo  a 1991  decision  to 
end  the  Bales  this  June.  Den- 
mark, RpigTnwi  and  the  Nether- 
lands have  said  that  they 
would  oppose  extending  the  dead- 
line. 

The  Commissi  on  announce- 
ment also  provoked  warnings 
from  the  duty  free  lobby  that 
chaos  would  ensue  on  ferries  and 
aeroplanes  when  intra-EU  duty 
free  sales  are  scrapped. 

Dawn  Primarolo,  the  UK  pay- 
master general,  said  the  proposed 
successor  regime  was  to  duty  free 
was  “fraught  with  problems”. 

She  added:  "We  don't  believe 
thp  commission  hag  tahpn  proper 
account  of  these  difficulties.  We 
.also  need  to  return  to  this  debate 
with  than,  which  also  includes 
the  question  of  whether  or  not 
the  regime  is  abolished  at  the 
Mid  of  June." 

Lobby  groups  said  Che  succes- 
sor regime,  under  which  excise 
rates  on  alcohol,  tobacco  and  lux- 
ury goods  win  change  halfway 
between  two  EU  countries,  was 
“ludicrous". 

But  Mario  Monti,  the  single 
market  commissioner,  insisted 
the  rules  after  June  were 
straightforward. 
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Abdifch  Oqatan,  KurdtoH  tea dr,  w—  flown  to  Turkey  under  heavy  guard  on  Monday  after  hta  capture  in  Nsfrote  AP 

Kurds  turn  fury  on  Israel 
after  protesters  are  killed 

Security  guards  shoot  three  as  Berlin  consulate  is  stormed 


By  Rwtericfc  Sttdamm  In  Barite 
ud  Judy  Dempsey  in  JeruBstem 


The  protesters  had  targeted  the 
consulate  after  reports  that  Mas- 
sed, the  Israeli  intelligence  ser- 
vice, was  Involved  in  Mr  Ocahufs 
capture.  The  German-based 
Ozgur  Politika  newspaper,  close 
to  the  rebels,  called  the  capture 
of  Mr  Ocalan  in  Kenya  "the  prod- 
uct of  a CLA-Mossad  plot"  in  its 
main  headline  yesterday. 

Speaking  at  an  election  rally, 
Benjamin  Netanyahu,  the  Israeli 
prime  minister,  insisted  Israel 
person  hostage  ; ' had  no  part  In  the  capture  of  Mr 

The  riiMHij.  .tyipw  '.'j^  kpow  thai  thextadsi 

occupied  BfiftKK&85  and  political  an  attempt  fo  feme  us  with  false 


The  focus  of  Kurdish  fury  over 
the  arrest  of  guerrilla  leader 
Abdullah  Ocalan  switched  to 
Israel  yesterday,  after  three  pro- 
testers were  shot  dead  outside 
the  Israeli  consulate  in  Berlin. 

Israeli  security  guards  opened 
fire  as  demonstrators  attempted 
to  break  into  the  Consulate,  suc- 
ceedlngly  briefly-  in  taking  one 


party  headquarters  across 
Europe  for  a second  day  in 
response  to  Monday's  capture 
and  return  to  Turkey  far  trial  of 
Mr  Ocalan,  leader  of  the  Kurdish 
Workers’  Party  (FEE). 

Gerhard  Schr&der,  German 
chancellor,  warned  the  country’s 
500,000  Kurds  the  authorities 
would  take  decisive  action 
against  any  further  acts  of  vio- 
lence. 

“We  cannot  tolerate  conflicts 
being  carried  out  on  German 
streets  which  are  not  our  con- 
flicts" he  said. 


accusations  on  this  matter.  I 
want  to  make  dear  again  today, 
the  State  of  Israel  had  no  party  in 
Ocalan's  capture.” 

Israel  had  on  Tuesday  Issued 
an  umignsd  preemptive  denial  of 
Its  Involvement  In  the  Ocalan 
affair.  Government  officials  said 
this  was  necessary  because  of 
Israel’s  close  relationship  with 
Turkey.  The  two  countries  have 
co-operated  in  upgrading  Tur- 
key’s airforce,  in  defence  con- 
tracts, the  combat  of  terrorism 
and  other  areas. 

Mr  Netanyahu  also  expressed 


his  regrets  for  the  loss  of  life  out- 
side the  Berlin  consulate,  but 
said  the  Israeli  guards  had  acted 
in.  self  defence. 

A Berlin  police  spokesman  said 
"about  55  Kurds  tried  to  enter  the 
building  which  lead  to  a dash. 
Several  shots  were  fired.” 

Two  Kurds  died  immediately 
while  one  died  later  in  hospital. 

. Sixteen  people  were  reported 
wounded  and  police  said  further 
fatalities  were  passible.  More 
. than-  100  demonstrators  were 
^aotested.  : . *.  , 

Mr  Netanyahu  said  the  consul- 
ate In  Berlin  was  attacked. by. 
"tens,  maybe  more  people,  many 
holding  hammers  and  dubs.” 

He  said  they  climbed  on  to  the 
bare  of  the  building,  entered  the 
compound  of  the  embassy  and 
then  got  through  the  German 
guards. 

He  also  confirmed  that  one 
Israeli  official  was  taken  hostage, 
but  later  released. 

Israel  yesterday  closed  its 
embassies  across  Europe  and 
stepped  up  security. 


Speedy  trial  pledge,  Page  2 
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Chirac  in  US  overture  on 
foreign  exchange  policy 


By  Robert  Graham  m Pane 

President  Jacques  Chirac 
will  today  try  to  bridge  the 
wide  gap  between  the  US 
and  the  euro-zone  over 
exchange  rate  policy  and 
architecture  for  the  interna- 
tional financial  system 
ahead  of  a meeting  of  the 
Group  of  Seven  industria- 
lised countries. 

The  initiative  is  at  the  cen- 
tre of  a two-day  working 
visit  to  the  US  by  Mr  Chirac, 
beginning  today. 

“Our  basic  aim  is  to  con- 
vince the  Americans  that  the 
euro  is  not  competing 
against  the  dollar.”  a presi- 
dential aide  said  yesterday. 
"We  also  want  them  to 
understand  that,  with  the 
emergence  or  the  euro,  we 
feel  we  now  share  new  joint 


responsibilities,  along  with 
the  Japanese,  for  interna- 
tional financial  stability.” 

The  French  president's 
trip  is  the  first  US  visit  by  a 
leader  of  the  11-nation  euro- 
zone since  the  advent  of  the 
single  currency  in  January. 
He  will  be  accompanied  by 
Dominique  Strauss  Kahn, 
finance  minister. 

Mr  Chirac’s  visit  comes 
ahead  of  the  meeting  this 
Saturday  In  Bonn  of  G7 
finance  ministers,  which  win 
discuss  the  same  topics. 

France  is  anxious  to  reas- 
sure the  US  treasury  and  the 
Federal  Reserve  (hat  the 
euro-zone  is  not  pressing  to 
establish  formal  target  zones 
to  ensure  exchange  rate  sta- 
bility between  the  euro,  dol- 
lar and  the  yen. 

Paris  recognises  that 


Washington  has  been 
alarmed  by  proposals  to 
establish  target  zones  made 
by  Oskar  Lafontaine,  Ger- 
man finance  minister.  But 
the  French  want  to  persuade 
the  Americans  to  back  a sys- 
tem of  “enhanced  co-opera- 
tion" to  monitor  euro/dollar 
exchange  rates  more  closely. 

Both  Mr  Chirac  and  the 
Socialist  government  believe 
that  only  such  a system  can 
steer  the  euro/dollar 
exchange  rate  between  the 
pitfalls  of  benign  neglect  and 
confrontation.  “At  the 
moment,  the  Americans  are 
continuing  to  tell  us  it  is  suf- 
ficient to  put  in  place  sound 
macro-economic  policies,”  a 
French  official  said. 

Mr  Chirac  will  also  be 
seeking  to  win  the  US 
around  to  proposals  to  con- 


vert the  IMF's  interim  com- 
mittee into  an  executive 
council,  responsible  for  moni- 
toring the  international 
financial  system.  The  US 
regards  this  as  unnecessary, 
arguing  the  group  of  22 
industrial  and  emerging 
countries  is  a sufficient 
forum. 

A report  on  controlling 
hedge  funds  drawn  up  by 
Hans  Tietmeyer,  president  of 
the  German  Bundesbank, 
may  also  be  a source  of  fric- 
tion. The  report  is  due  to  be 
presented  at  the  G7  meeting 
in  Bonn.  The  French  are 
thought  to  be  concerned  that 
the  report  is  too  anodyne, 
although  Its  relatively 
hands-off  approach  is  expec- 
ted to  appek  to  the  US. 

However,  the  French 
admit  they  face  an  uphill 


Chirac  yesterday  bn  Paris  on  the  «ve  of  his  US  visit  AP 

task  in  projecting  the  euro-  is  slowing  down  and  the  US 
zone's  diplomatic  weight  continues  to  sustain  its  long 
when  the  region's  economy  growth  cycle. 


Banking 

dispute 

embroils 

Hungary 

By  Robert  Wright  in  Budapest 

A jurisdictional  dispute  over 
the  supervision  of  Hungar- 
ian banks  has  opened  a rift 
between  the  country’s 
finance  minister  and  the 
head  of  the  central  bank. 

A cabinet  meeting  today  is 
due  to  decide  whether  Imre 
Tarafas,  president  of  the 
State  Finance  and  Capital 
Market  Supervision  Board, 
should  be  dismissed  because 
of  his  board's  failure  to  pre- 
vent the  collapse  of  Hunga- 
ry’s second  biggest  retail 
bank,  a smaller  hank  and  a 
□umber  of  brokerage  houses. 

The  dispute  has  divided 
Zsigmond  Jarai.  finance  min- 
ister, and  Gyorgy  Suranyi, 
head  of  tbe  National  Bank. 

Mr  Jarai’s  appointment 
after  last  May's  election  was 
seen  as  a reassurance  to 
western  investors  in  Hun- 
gary. Mr  Jarai,  who  had  no 
previous  involvement  in  pol- 
itics. was  head  of  the  Buda- 
pest Stock  Exchange  before 
joining  the  government. 

Mr  Suranyi  was  also  in 
charge  of  the  centra]  bank, 
which  is  independent,  under 
the  previous  Socialist  party 
government. 

There  had  been  tears  that 
the  genera]  election,  which 
brought  to  power  a centre- 
right  coalition  led  by  the 
Fidesz  Hungarian  Civic 
party,  would  reverse  some  of 
the  economic  changes  cred- 
ited by  western  investors 
with  restoring  the  country’s 
economy  to  growth. 

The  present  dispute 
started  over  a report  ordered 
by  Mr  Jarai  info  the  conduct 
of  the  supervision  board  in 
monitoring  both  Postabank, 
Hungary's  second  largest 
retail  bank,  and  Real  bank,  a 
much  smaller  competitor. 

Postabank  was  re  national- 
ised after  the  general  elec- 
tion and  recapitalised  with 
Ftl25bn  ($564m)  of  state 
money.  State  guarantees  of 
some  loans  added  a further 
Ft71bn  to  the  state's  expo- 
sure. The  sum  Involved  ts 
equivalent  to  2 per  cent  of 
the  country's  gross  domestic 
product.  Realbank  was 
declared  insolvent  in  Janu- 
ary. 

In  its  annual  report  on 
Hungary,  the  Organisation 
for  Economic  Co-operation  | 
and  Development  warned 
that  the  bank  collapses 
showed  the  supervision 
board  had  not  acted  soon 
enough  and  may  be  strug- 
gling to  cope. 
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Ankara  pledges  speedy  Ocalan  trial 


By  Leyla  Boulton  in  Ankara 

The  astonishing  sight 
yesterday  of  a captive  Abdul- 
lah Ocalan,  leader  of  the 
PKK  Kurdish  guerilla  move- 
ment. having  a blindfold 
removed  from  his  face  and 
announcing  that  he  loved 
“Turkey  and  the  Turkish 
people”  seemed  almost  too 
good  to  he  true  to  a jubilant 
Turkish  public. 

But  as  Turkish  security 
forces  began  interrogating 
Mr  Ocalan  at  an  island 
prison  on  the  sea  of  Mar- 
mara near  Istanbul,  few 
Turks  were  bothering  to  ask 
questions  about  what  hap- 
pens next  to  Turkey’s  most 
wanted  man. 

The  extraordinary  televi- 
sion footage  of  Mr  Ocalan 


was  shot  as  he  was  flown  to 
Turkey  on  Monday  night 
after  being  seized  in  a cloak 
and  dagger  operation  in  Nai- 
robi. 

Turkey,  which  holds  Mr 
Ocalan  personally  responsi- 
ble for  the  deaths  of  up  to 
30.000  people  in  the  PKK’s 
13-year  struggle  for  self-rule 
in  the  south-east  of  the  coun- 
try. plans  to  try  him  on 
charges  of  terrorism,  trea- 
son. and  separatism.  All 
carry  the  death  penalty 
although  Turkey  has  not 
carried  out  an  execution 
since  1984. 

Public  delight  at  Mr  Oca- 
lan's  capture  has  been  laced 
with  a thirst  for  revenge. 
Pakize  Akbaba,  president  of 
an  association  of  the  moth- 
ers of  soldiers  who  died  in 


the  war.  known  in  Turkey  as 
“martyrs",  said:  "Our  mar- 
tyrs  are  now  sleeping  peace- 
fully. We  trust  the  Turkish 
judiciary  to  give  him  the 
punishment  he  deserves.  We 
are  very  happy  . Now  terror- 
ism will  end  in  Turkey." 

“I  want  him  to  be  exe- 
cuted." declared  Gazi  Aslan, 
an  Ankara  waiter  who 
fought  the  PKK  while  doing 
,his  military  service  in  the 
south-east. 

Mr  Ocalan  will  be  tried  by 
a security  tribunal  and  the 
prospects  of  his  receiving  a 
fair  trial  did  not  appear  to  be 
helped  yesterday  when  his 
Dutch  lawyers  were  turned 
back  from  Istanbul  airport 

B Client  Bcevit,  the  care- 
taker prime  minister,  said 
the  lawyers  had  wanted  “to 


interfere”  with  the  Turkish 
justice  system,  which  does 
not  allow  defendants  to  use 
foreign  lawyers.  A foreign 
ministry  spokesman  said  the 
lawyers  were  “not  involved 
in  law  and  launched  activi- 
ties as  if  they  were  the  mili- 
tants of  a terrorist  organisa- 
tion". 

Mindful,  however,  that  for- 
eign attention  will  focus 
closely  on  the  proceedings 
for  any  miscarriage  of  jus- 
tice. Mr  Ecexrit  promised  that 
Mr  Ocalan  could  count  on  “a 
very  free,  a very  just  trial 
because  justice  is  very  free 
in  Turkey".  He  said  that 
“the  trial  need  not  last  too 
long  because  all  the  illegal 
actions,  the  crimes  of  the 
PKK's  leadership,  are  well 
known”. 


More  important  than  the 
status  of  his  lawyers  is  that 
of  tbe  state  security  court 
system,  which  is  to  try  Mr 
Ocalan. 

In  November,  the  Euro- 
pean -Commission  said  there 
were  “reasons  to  believe  that 
by  their  very  nature”,  the 
state  security  courts,  which 
deal  with  offences  under  a 
broadly-defined  anti-terrorist 
act,  “do  not  offer  defendants 
a fair  trial”. 

It  said  key  faults  included 
an  "over-reliance  on  obtain- 
ing confession  rather  than 
traditional  investigative 
methods”. 

It  also  said  there  were 
“doubts  about  the  impartial- 
ity of  judges”,  since  one  in 
three  presiding  judges  was 

in  the  military. 


Simitis  defends  rejection  of  asylum 


By  Kerta  Hope  In  Athens 


Costas  Simitis,  the  Greek 
prime  minister,  yesterday 
faced  a storm  of  criticism 
over  the  capture  of  Abdullah 
Ocalan,  the  Kurdish  guer- 
rilla leader,  after  a two-week 
stay  under  the  protection  of 
Greek  diplomats  in  the  Ken- 
yan capital  Nairobi. 

After  calling  off  a planned 
appearance  in  parliament 
because  of  a bout  of  flu,  Mr 
Simitis  issued  a written 
statement  to  defend  the  gov- 
ernment's rejection  of  Mr 
Ocalan's  repeated  requests 
since  January  for  political 
asylum  in  Greece. 

“It  would  be  a strategic 


mistake  to  transform  the 
Kurdish  problem  into  a 
Greek-Turkish  dispute,”  it 
said.  “From  the  beginning, 
we  made  clear  that  Greece 
considered  it  neither  feasible 
nor  useful  for  Mr  Ocalan  to 
seek  asylum  here.” 

Government  officials  insist 
asylum  was  being  arranged 
for  Mr  Ocalan  in  another 
African  country,  but  that  he 
grew  impatient  with  the  pro- 
cess and  left  the  Greek 
embassy  in  Nairobi  of  his 
own  accord. 

The  furore  over  the  Kurd- 
ish guerrilla  leader's  capture 
comes  as  Mr  Simitis'  moder- 
ate faction  prepares  to  fend 
off  a strong  challenge  from 


tbe  hard  left  at  next  month’s 
congress  of  his  governing 
Socialist  party,  the  first 
since  he  was  elected  party 
leader  to  succeed  Andreas 
Papandreou.  the  late  prime 
minister. 

The  most  outspoken  criti- 
cism came  from  Socialist 
supporters,  not  the  conserva- 
tive opposition.  Several 
Socialist  deputies  called  for 
the  resignation  of  Theodoras 
Paugalos,  tbe  foreign  minis- 
ter. over  what  is  seen  as  a 
bungled  diplomatic  effort  to 
protect  the  Kurdish  guerrilla 
leader,  or  even  possible  com- 
plicity in  his  capture. 

“Rather  than  protect  him, 
we  betrayed  him.”  said  Cos- 


tas Badouvas,  one  of  a group 
of  Socialist  deputies  who 
maintained  close  contacts 
with  Mr  Ocalan  and  his 
Kurdish  Workers’  Party. 

Mr  Badouvas  and  his 
group  are  hacked  by  pro- 
Kurdish  Greek  activists,  who 
tried  to  put  pressure  on  the 
government  by  arranging  for 
Mr  Ocalan  to  fly  to  Greece 
aboard  a private  aircraft 
chartered  by  a Greek  busi- 
nessman. Mr  Ocalan  is 
understood  to  have  made 
several  brief  visits  to  Greeoe. 

Mr  Simitis  has  tried  to  dis- 
tance the  Socialists  from 
Papandreou ’s  policy  of 
openly  supporting  the  Kurd- 
ish guerrillas,  including 


offers  of  asylum  to  Kurds 
suspected  of  terrorist  activi- 
ties in  western  Europe. 

The  government  cites 
humanitarian  grounds  for 
continuing  to  accept  large 
numbers  of  Kurds  among  a 
wave  of  illegal  immigrants 
to  Greece,  but  has  tried  to 
separate  the  Kurdish  issue 
from  Greece’s  disputes  with 
Turkey  over  the  Aegean  Sea 
and  Cyprus. 

Mr  Simitis’s  drive  to  bring 
Greek  policies  in  line  with 
its  EU  partners  and  gradu- 
ally improve  relations  with 
Turkey  has  triggered  strong 
domestic  reaction.  Opinion 
polls  show  a steady  decline 
in  his  approval  rating. 


ELECTRICITY  SECTOR  MARKET  OPENING  MAY  TOP  EU  THRESHOLD 

Brussels  will  decide 
on  Spain’s  power  role 


a Electricity 

liberalisation 

By  Tam  Bums  In  Madrid 


Madrid’s  centre-right 
government  considers  the 
liberalisation  of  the  electric- 
ity sector  to  be  a model  for 
the  transfer  to  a competitive 
environment  elsewhere  In 
the  European  Union. 

Spain  has  travelled  further 
than  most  along  the  power 
deregulation  road  and.  if  the 
government  has  its  way,  it 
will  have  meaningful  compe- 
tition in  place  well  ahead  of 
France,  Germany  and  Italy. 

Whether  Spain  turns  out 
to  be  a paradigm  depends, 
however,  on  Brussels.  The 
regulatory  authorities  are 
currently  considering  an 
innovative  financing  pack- 
age drafted  by  Madrid. 

If  approved,  this  would,  in 
October,  open  the  Spanish 
market  far  above  the  thresh- 
old fixed  by  the  EU’s  elec- 
tricity directive  and  bring 
Spain’s  liberalisation  pro- 
gramme forward  by  five 
years  for  many  power  users. 

Spain  put  itself  firmly  on 
the  deregulate  ry  track  in  the 
second  half  of  2997  when  the 
government  legislated  a new 
electricity  protocol  that 
broadly  adopted  Brussels  lib- 
eralising recommendations. 
But  within  a year,  policy 
makers,  convinced  tbe  time 
table  was  too  slow,  began 
casting  around  with  invest- 
ment bankers  for  ideas  to 
speed  it  up. 

The  financing  package, 
according  to  the  govern- 
ment, deals  decisively  with 


the  key  problem  posed  by  a 
fast  switchover  to  competi- 
tion. This  concerns  the 
uneconomic  investments 
made  by  the  power  groups 
under  the  guidelines  of  the 
previous  highly  regulated 
system  and  which  new 
entrants  to  an  open  market 
will  not  have  to  undertake. 

These  so-called  “stranded 
costs”  have  proved  to  be  one 
of  the  biggest  obstacles  to 
government's  attempts  to 
negotiate  a deregulation 
agenda  with  tbe  existing 
generators. 

Madrid  approached  the 


Supporters  of  the 
debt  instrument 
say  it  is  the 
blueprint  for  other 
trade-offs 


problem  by  putting  cash  up 
front.  It  authorised  the 
immediate  compensatory 
payment  to  the  domestic 
power  groups  of  Ptal,Q30bn 
(CG.lbn.  $6.9bn)  through  a 
securitised  debt  issue  which 
would  be  paid  back  to  inves- 
tors from  4.5  per  cent  of  all 
electricity  billings  over  tbe 
next  15  years. 

This  sweetener  ensured 
the  industry’s  assent  to  a 
revised  timetable  that  has 
significantly  accelerated  the 
deregulation  programme. 

The  new  timetable  will 
allow  all  power  users  con- 
suming at  least  lGWh  over 
an  average  12  months  to 
choose  their  electricity  pro- 
vider. negotiating  prices  and 


supply  requirements,  from 
October  onwards  instead  of 
having  to  wait  until  2004  as 
was  written  into  the  original 
electricity  protocol. 

The  revised  schedule  will 
bring  some  8,000  companies, 
which  together  represent  44 
per  cent  of  total  power  con- 
sumption, into  the  competi- 
tive market.  France,  by  com- 
parison, will  limit  access  to 
the  open  market  by  the  end 
Of  this  year  to  some  26  per 
cent  of  power  users,  the  min- 
imum threshold  fixed  by  the 
EU’s  directive. 

The  financing  package 
also  gained  agreement  from 
the  generators  to  additional 
liberalising  moves  on  toll 
and  guaranteed  payment 
fees  that  will  have  reduced 
electricity  costs  in  2001  by 
18.8  per  cent  in  real  terms 
against  those  or  1997. 

Supporters  of  the  debt 
instrument  say  it  is  the  blue- 
print for  similar  trade-offs 
elsewhere  in  Europe.  “We 
are  confident  that  Spain  will 
obtain  a favourable  ruling 
by  June,"  an  investment 
banker  closely  involved  with 
the  securitisation  initiative, 
said  yesterday. 

Brussels  will  also  be  hear- 
ing critics  of  the  package 
who  allege  it  is  an  over-gen- 
erous subsidy  that  will  con- 
solidate the  hold  of  existing 
power  groups  over  the 
domestic  market  and  block 
out  new  entrants. 

Endesa,  wholly  privatised 
last  year,  and  Iberdrola,  its 
private-sector  rival,  have 
spearheaded  the  concentra- 
tion of  the  domestic  indus- 
try. Together  they  account 
for  80  per  cent  of  Spain’s 
power  generation  and  distri- 
bution. 


Ibercorp  affair 
ends  with  deal 
in  Spanish  court 


By  OavU  White  h Madrid 

A Spanish  court  is  expected 
to  agree  to  a suspended  one- 
year  sentence  for  a former 
head  of  Madrid's  stock 
exchange  after  a plea- 
bargalnlng  deal  with  prose- 
cutors in  one  of  Spain’s  most 
damaging  financial  scandals. 

The  Ibercorp  affair,  which 
broke  in  1992,  led  to  the  dis- 
grace of  Mariano  Rubio,  then 
governor  of  the  Bank  of 
Spain. 

It  precipitated  the  resigna- 
tion two  years  later  of 
Vicente  Albero.  a Socialist 
agriculture  minister,  who 
admitted  tax  irregularities. 

In  addition,  it  cut  short 
the  political  career  of  Carlos 
I Solchaga,  finance  minister 
during  Mr  Rubio's  governor- 
ship, who  quit  his  post  as 
Socialist  parliamentary 
leader  because  of  the  public 
furore  over  the  case. 

Manuel  de  la  Concha,  the 
former  stock  market  chair- 
man, and  his  two  main  part- 
ners in  Ibercorp,  a boutique 
investment  house  set  up  (hir- 
ing Spain’s  speculative  boom 
in  tbe  late  1980s.  accepted 
charges  of  price  manipula- 
tion and  corporate  crime  in 
exchange  for  a reduction  in 
the  sentence  sought  by  pros- 
ecutors from  15  years  to  one. 

The  public  hearing  on 
Monday  lasted  only  a few 
minutes. 

The  deal,  reflecting 
changes  in  Spain's  penal 
code  since  the  case  was 
launched  almost  five  years 
ago,  TttMna  that  as  first-time 
offenders  with  short  sen- 
tences they  wfll  not  go  to 
jail.  Charges  of  fraud  and  fal- 
sification were  dropped. 


Tbe  other  main  defendants 
were  Jaime  Soto,  former 
chairman  of  Banco  Urquijo 
and  co-founder  of  Ibercorp, 
and  Benito  Tamayo,  a law- 
yer and  Ibercorp  managing 
director.  They  had  already 
paid  compensation  to  minor- 
ity investors  who  suffered 
losses. 

Another  lawyer  faces  a 
Ptal.8m  fine.  The  prosecu- 
tion recommended  acquittal 
for  three  other  defendants. 

After  a report  in  El  Mundo 
newspaper,  tbe  affair  took 
on  a political  dimension 
when  it  was  established  that 
Mr  De  la  Concha  had  misled 
regulators  over  the  identity 
of  shareholders  in  Sistemas 
Flnanrieros  (SF),  an  Ibercorp 
investment  vehicle.  Follow- 
ing a collapse  in  its  share 
price,  SF  bought  bads  large 
amounts  of  its  own  stock 
from  certain  investors,  while 
others  were  left  to  take 
losses.  The  Bank  of  Spain 
was  forced  to  Intervene  to 
rescue  Ibercorp. 

The  investors  involved 
included  Mr  Rubio,  who  was 
still  at  the  Bank  of  Spain, 
although  he  left  the  post  in 
mid-1992.  A friend  and  golf 
partner  of  Mr  De  la  Concha, 
who  managed  his  invest- 
ment portfolio,  he  was 
accused  of  keeping  a secret 
Ptal30m  account  hidden 
from  the  tax  authorities. 
Both  were  detained  in  1994 
but  later  released  an  bail. 

The  former  governor,  who 
has  been  investigated  over 
the  granting  of  Bank  of 
Spain  credit  facilities  to 
Ibercorp,  faces  influence- 
peddling  charges  in  a sepa- 
rate case  in  which  Mr  De  la 
Concha  is  also  accused. 


ENCOURAGING  JOB  CREATION 
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Plan  to  reduce  tax  on 
labour-intensive  services 


The  European  Commission  yesterday  put  forwaTOap^i  to 
allow  European  Union  member  states  to  levy  o reduced 
rateof vS^Sded  tax  (VAT)  on  a limited  range  oj^bou/’ 
intensive  services  for  an  experimental  three-year  period  to 
encourage  job  creation. 

The  proposal,  which  wfli  require  unanimous  support  from 
the  EU's  15  member  states,  would  apply  bejweeri 
1 next  year  to  the  end  of  2002.  Member  states  wishing  to 
taka  advantage  of  the  measure  would  have  to  provide 
details  to  the  Commission  by  September  1 this  year. 

To  qualify,  foe  services  would  have  to  be  labour-inten- 
sive, provided  directly  to  final  conarmers.  J*f**™*^ 
local  and  not  damaging  to  competition  or  foe  BJs  sii^te 
market  The  Commission  would  provide  a detailed  assess- 
ment of  the  plan’s  results  before  deciding  whether  to 


MALTA’S  EU  BID 

Brussels  recommends  talks 

The  European  Commission  recommended  yesterday  that 
European  Union  governments  open  membership  talks  with 
Malta  this  year,  saying  the  island  was  making  good  prog- 
ress in  meeting  membership  criteria. 

“Provided  a thorough  [economic}  reform  programme  « 
established  and  Implemented,  Malta  should  be  able  to 
cope  with  the  competitive  pressures  and  market  forces 
within  the  EU  in  the  medium  term,"  the  Corrynission  said. 

It  reissued  a positive  report  card  on  Malta's  1990  mem- 
bership application,  which  the  country’s  then-socialist  gov- 
ernment had  withdrawn  in  1997. 

The  conservative  Nationalist  party  of  Eddie  Fenech 
Adami,  prime  minister,  which  won  elections  in  September 
last  year,  has  since  revived  Malta's  Europeon  aspirations. 

A decision  to  open  talks  with  Malta  is  up  to  the  15  EU 
leaders  when  they  meet  in  Cologne  in  June.  Hans  van  den 
Broek,  the  EU  foreign  affairs  commissioner,  proposed 
Malta  Join  six  fast-track  candidates  - Hungary.  Poland,  the 
Czech  Republic,  Estonia.  Slovenia  and  Cyprus  - negotia- 
ting to  get  in.  Mr  van  den  Broek  said  Matte  was  advanced 
enough  economically  and  politically  to  not  have  to  join  a 
slower  group  of  five  candidates  - Latvia.  Lithuania, 
Romania,  Bulgaria  and  Slovakia  - negotiating  for  their 
entry.  AP,  Brussels 


KOSOVO  CONFLICT  _ 

KLA  refuses  to  disarm 

The  ethnic  Albanian  Kosovo  Liberation  Army  (KLA)  yester- 
day rejected  calls  to  disarm  and  said  it  was  convinced  any 
peace  agreement  reached  with  Belgrade  would  not  require 
it  to  give  up  its  weapons. 

The  plan  presented  to  Serbian  and  ethnic  Albanian 
negotiators  in  talks  at  Rambouillet,  France,  by  foe  Contact 
Group  on  Kosovo  calls  for  the  KLA,  which  Belgrade  terms 
a terrorist  organisation,  to  hand  over  most  of  its  weapons 
to  the  Nato  force  within  three  months.  “Why  should  we 
disarm?”  asked  Sabri  Kicmari,  KLA  spokesman  in  Ger- 
many. “We  are  convinced  the  decision  to  disarm  will  not 
be  part  of  the  agreement” 

The  KLA  representatives,  however,  firmly  supported  the 
stationing  of  Nato  peacekeepers  in  Kosovo  - vehemently 
opposed  by  the  Serbs  - saying  international  troops  would 
help  protect  ethnic  Albanians  against  what  they  called  Ser- 
bian repression. 

Nato  yesterday  it  would  have  up  to  6,000  peacekeeping 
troops  ready  to  move  into  Kosovo  within  hours  of  any 
peace  deaL  The  international  community  has  set  a dead- 
line of  noon  on  Saturday  for  an  agreement.  If  there  is  no 
deal,  Nato  remains  on  standby  to  launch  air  strikes  against 
Serb  targets.  Reuters,  Rambouillet 


NATO  MEMBERSHIP 


Poland  ratifies  entry 

Poland  yesterday  ratified  the  agreement  providing  for  its 
entry  into  Nato,  opening  the  way  for  the  country's  formal 
accession  to  the  western  alliance  along  with  the  Czech 
Republic  and  Hungary  at  a ceremony  in  Washington  on 
March  12. 

Poland  plans  to  press  Nato  to  enshrine  an  “open  door” 
policy  for  new  members  as  part  of  a revised  strategy  for 
foe  alliance,  to  be  unveiled  at  an  alliance  summit  in  April  to 
celebrate  the  50th  anniversary  of  Nato's  foundation  in 
1948. 

Ateksander  Kwasniewski,  Polish  president,  said  Poland 
would,  immediately  after  joing  the  alliance,  press  Nato  to 
formally  declare  an  "open  door"  policy,  which  would  allow 
it  to  accept  a further  batch  of  new  members.  In  parliament 
yesterday,  Czeslaw  Bielecki,  the  head  of  the  Sejm  foreign 
relations  committee,  said  that  Poland  would  like  to  see 
Slovenia  and  Lithuania  in  Nato  as  well  as  Slovakia,  Latvia 
and  Estonia.  Christopher  Bobinskr,  Warsaw 


FORMULA  ONE 


Sport  adds  to  local  wealth 

Formula  One  motor  races  are  "unrivalled  creators  of  local 
wealth",  with  2m  live  spectators  spending  almost  $500m 
at  Europe's  1 1 races,  a Brussels  symposium  on  sport  in 
the  EU  will  be  told  today. 

The  figures  are  contained  in  a 100-page  study,  which 
the  Federation  Internationale  de  I’Automobile  (FIA),  the 
world  governing  body  of  motor  sport,  says  is  the  first  sys- 
tematic evaluation  of  the  economic  impact  of  FI . 

The  study  concludes  that  spending  generated  at  the  1 1 
European  grands  prix  boosts  the  turnover  of  nearly 
128,000  businesses  and  benefits  almost  800,000  employ- 
ees in  dose  proximity  to  the  circuits.  It  makes  compari- 
sons with  other  high-profile  sports,  such  as  basebaH  in  the 
US  and  European  soccer,  and  condudes  that,  unlike  other 
sports,  more  than  four-fifths  of  the  spending  is  made  by 
non-locals.  FI  thus  provides  a genuine  boost  to  each  local 
economy  rather  than  simply  diverting  spending  from  other 
activities  in  the  area. 

The  Commission  is  currently  investigating  whether  FlA’s 
control  of  motor  sport  broadcasting  rights  is  anti-competi- 
tive. John  Griffiths,  London 


FARMERS  TO  PROUST 

EU  meeting  switches  venue 

The  venue  for  talks  on  European  Union  budgetary  reform 
among  foreign  ministers  has  been  switched  to  Luxem- 
bourg because  of  a planned  protest  next  Monday  by  up  to 
30.000  formers  in  Brussels,  foe  original  meeting  place. 

The  formers  will  be  demonstrating  about  changes  to  the 
Common  Agricultural  Policy,  foe  subject  of  discussions  in 
Brussels  by  EU  farm  ministers.  Germany,  holder  of  foe 
rotating  EU  presidency,  is  seeking  a tentative  deal  oft  farm 
reform.  Including  price  cuts,  by  foe  end  of  foe  week. 
Michael  Smith,  Brussels 
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Romanian 

miners’ 

leader 

arrested 

By  Joe  Cook  In  Bucharest 

Romanian'  police  yesterday 
morning-  arrested  the  mili- 
tant leader  of  the  country’s 
coal  miners  amid  violent 
clashes  with  thousands  of 
miners  en  route  to  Buchar- 
est. 

Miron  Cozma,  who  led 
several  miners’  revolts  «<»re 
1990  and  who  once  forced  a 
prime  minister  from  office, 
waa  sentenced  to  18  years’ 
jail  on  Monday  for  under- 
mining the  state's  authority: 

Riot  police  and  anti-terror- 
ist units  used  tear  gas  «n<i 
rubber  bullets  against  the 
miners,  some  of  whom 
wielded  asms  while  storming, 
police  barricades  near  the 
village  of  Stoenesti,  about 
160km  west  of  the  capital. 

Doctors  at  the  scene  said 
about  200  people,  mostly 
miners,  were  taken  by  ambu- 
lance to  local  hospitals. 

Mr  Cozma,  who  on  Tues- 
day was  warned  by  the  inte- 


EUROPE 


Pofice  Ibially  caught  up  with  Mtron  Cozma  In  StoenMtt 


rior  ministry  tbittr  he  could 
be  jailed  for  an  additional  15 
years  for  obstructing  justice, 
was  arrested  by  police  in 
Stoenesti. 

Police  also  arrested  hun- 
dreds of  other  miners  and 
took  them  away  In  tracks. 

Last  month  the  interior 
minister  was  replaced  and 
four  police  left  their 

jobs  after  a five-day  march 
on  Bucharest  by  an  esti- 
mated 10,000  miners.  This 
week,  however,  the  authori- 
ties would  not  compromise. 

Yesterday  morning,  police 
reinforcements  attacked  the 
miners  from  behind  and 


slashed  tyres  and  punctured 
petrol  tanks  to  prevent  them 
using  their  60  buses  and  100 
cars  to  get  away. 

The  Romanian  govern- 
ment is  in  talks,  with  the 
International  Monetary 
Fund  over  a hew  loan 
accord.  It  plans,  to  close  140 
loss-making  coal  other 
rnfawt  to  staunch  losses  in 
the  state  sector. 

An  IMF  deal-  is  vital  for 
Romania  to  avoid  default  on 
the  $2.9bn  of  foreign  debt 
service  payments  due  this 
year.  Official  reserves,  exclu- 
ding gold,  stood  at  $L98bn  at 
the  end  of  last  month. 


Moscow  talks  seek  to 
clear  way  for  food  aid 


By  Andrew  Jack  In  Moscow 

European  Union  officials 
hope  to  be  able  to  eliminate 
obstacles  that  have  pre- 
vented them  from  sending 
food  aid  to  Russia  during  a 
summit  meeting  in  Moscow 
today. 

Proposals  on  tighter  co- 
operation and  the  confiden- 
tial exchange  of  information 
between  investigators  track- 
ing down  those  involved  in 
organised  crime  axe  also  set 
to  be  discussed.  The  one-day 
EU-Russtet  summit  Is  being 
attended  by  Gerhard  Schro- 
der, the  chancellor  of  Ger- 
many and  holder  of  the  EU 
presidency. 

An  EU  food  aid  package  of 
€470m  (S525m),  already 
delayed  by  concerns  over 
import  duties  and  fears 
about  corruption,  received  a 
new  setback  this  month 
when  the  Russian  authori- 
ties complained  about  the 
quality  of  the  grain  and 
other  products. 

Viktor  Semyonov,  Russia’s 


agriculture  minister,  yester- 
day added  to  the  urgency  of 
a deal  by  claiming  that  grain 
shortfalls  meant  tim  country 
would  need  to  Import  7m 
tonnes  this  year  to  meet  its 
needs. 

Discussion  on  the  Russian 
side  is  likely  to  focus  on  its 
need  for  additional  finanrial 
aid,  especially  given  the 
presence  of  Mr  SchrOder, 
who  chairs  a bilateral  Ger- 
man-Russian  summit  imme- 
diately after  the  EU  talks. 
Germany  is  Russia's  largest 
foreign  creditor. 

However,  Mr  SchrOder  has 
adopted  the  line  taken  by 
other  western  leaders  In 
recent  months  by  stressing 
the  need  for  further  eco- 
nomic reform  as  a pre-condi- 
tion for  additional  aid. 

But  foreign  policy  experts 
argued  yesterday  that  Sew 
other  concrete  results  were 
likely  to  emerge  during  the 
meeting,  due  to  last  just  two 
hours..  Boils  Yeltsin,  Rus- 
sia's ailing  president,  and 
Yevgeny  Primakov,  his 


prime  minister,  are  expected 
to  attend  the  meeting  with 
Mr  SchrOder  and  Jacques 
San  ter,  president  of  the 
European  Commisgion 
“I  don’t  think  Hik  is  some- 
thing that  will  set  the 
Moscow  river  on  fire,”  said 
Dmitri  Trenin.  deputy  direc- 
tor of  the  Carnegie  Moscow 
Centre.  ^Tt's  sad,  but  Rus- 
sia’s foreign  policy  has  been 
reduced  to  a large  extent  to 
begging  for  money.  Russia  is 
no  longer  a pole  [of  influ- 
ence! The  question  is  how  to 
integrate  Russia  Into 
Europe,  and  bow  to 
strengthen  European  ties  in 
the  perspective  of  a loss  of 
interest  by  the  US.” 

EU  officials  said  yesterday 
the  summit  would  discuss 
attempts  to  prepare  Russia's 
entry  into  the  World  Trade 
Organisation  and  the  cre- 
ation of  a free  trade  area,  as 
well  as  propositions  for  a 
broader  EU-Russia  common 
strategy  scheduled  to  be 
presented  to  thn  Council  of 
Ministers  in  March. 


Russia  ratifies  treaty 
on  Ukraine  borders 


By  Chutes  Clow  In  Ktev 

Russia's  federation  council, 
the  upper  house  of  parlia- 
ment, yesterday  ratified  an 
historic  1997  treaty  recognis- 
ing the  territorial  sover- 
eignty of  the  neighbouring 
country  of  Ukraine. 

The  step,  which  indudes 
Russia’s  first  recognition  of 
some  its  post-Soviet  borders, 
moves  the  two  countries 
closer  to  each  other  after 
years  In  which  western 
countries  have  courted 
Ukraine.  It  is  also  thought  to 
be  linked  to  greater  auton- 
omy for  Crimea,  the  mainly 
ethnic  Russian  province  of 
Ukraine. 

Greater  ties  with  Russia 
have  been  one  of  the  most 
emotive  subjects  in  Ukrai- 
nian politics  since  indepen- 
dence from  the  Soviet  Union 
to  1991.  But  the  debate  has 
intensified  since  a December 
agreement  between  Russia 
and  the  former  Soviet  repub- 
lie  of  Bdara  to  unite  by  the 
end  of  this  year. 


The  issue  of  increased 
ties  has 

raised  concerns  among  west- 
ern diplomats  that  the  sover- 
eignty of  Ukraine,  one  of  the 
biggest  recipients  of  US 
direct  foreign  aid.  may  be 
eroded. 

In  January,  Oleksander 
Tkachenko,  the  speaker  of 
the  Ukrainian  parliament, 
called  for  a vote  on  joining 
the  InteiparijLamentary 
Assembly  of  the  Common- 
wealth of  Independent 
States,  a regular  gathering  of 
parliamentarians  from  most 
former  Soviet  Union  coun- 
tries. His  comments  sparked 
a bench-clearing  brawl 
between  nationalist  and 
Communist  deputies. 

Mr  Tkachenko  led  a Ukrai- 
nian parliamentary  delega- 
tion to  Moscow  in  December, 
after  which  the  State  Duma, 
Russia's  lower  boose  cf  par- 
liament, ratified  the  Ukraini- 
an-Russian  treaty. 

Many  Ukrainian  parlia- 
mentarians; believe.  Mr 
Tkachenko  effectively  traded 


Russian  ratification  of  the 
"Big  Treaty"  for  a number  of 
concessions  by  Ukraine. 

Since  Mr  Tkachenko's  trip, 
Russia’s  Communist  party, 
which  hopes  to  rebuild  the 
Soviet  Union,  1 as  supported 
the  treaty  after  1%  years  of 
Opposing  it. 

A week  after  returning 
from  Moscow,  Mr  Tkachenko 
rammed  a hew  constitution 
for  the  Crimean  peninsula 
through  Ukraine's  parlia- 
ment, without  it  being  sub- 
mitted to  many  (rf  the  neces- 
sary committees. 

The  constitution  granted 
greater  autonomy  to  Crimea, 
and  gave  further  powers  to 
Leonid  Grach,  the  Commu- 
nist speaker  of  Crimea's  par- 
liament. Last  month  Crimea 
said  it  would  create  its  own 
national  ant-ham,  flag  and 
crest 

The  Federation  Council 
made  the  border  treaty  con- 
ditional on  an  agreement 
between  Ukraine  and  Russia 
on  the  Soviet-era  Black  sea 
fleet. 
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E Europe  markets  emerge  from  Russian  shadow 


Falling  bond  yields  underline  convergence 
with  the  west,  writes  Arkady  Ostrovsky 


:f^«nei|jeiiGe  to  convergence 


Russia’s  political  domi- 
nance in  eastern  Europe 
endedwiththecoflapse 
of  the  Soviet  Union  in  199L 
Any  semblance  of  domi- 
nance of  an  economic  kind 
was  shattered  last  August 
when  Russia  defaulted  on  its 
domestic  debt  and'  devalued 
the  rouble. 

While.  Russian  dollar- 
deuominated  bond  yields 
break  new  records  with 
spreads  reaching  5JS91  basis 
paints  over  US  Treasuries, 
Polish  dollar-denominated 
bond  yields  - at  237  basis 
points  over  US  Treasuries  - 
are  heading  back  to  the  level 
they  were  before  the  Russian 
; crisis,  according  to  JJ».  Mor- 
gan’s emerging  markets 
composite- bond  index,  the 
main  indicator  of  sovereign 
bond  spreads. 

Railing  bond  yields  in  cen- 
tral Europe  support  the  view 
. that  in  the  eyes  of  the  capi- 
tal imiriwte  Poland,  Hungary 
Mifl  the  Qrepffb  Republic  have 
de-coupled  from  Russia  and 
are  heading  west. 

"On  the  . fundamentals 
basis  the  market  Is  pricing 
Poland's  risk  almost  at  a 
pre-Russian  crisis  level,” 
says  Thomas  Browne  at 
JP.  Morgan. 

Tfaiggta  has  not  accounted 
for  more  than  10  per  cent  of 
central  European  trade  in 
recent  years.  After  the  crisis, 
trade  with  'Russia  ceased 
almost  completely. 

"Last  August  marked  a 
clear  break  between  Russia 
and  central  Europe.  Eastern 
Europe  is  now  seen  as  part 
of  the  European  mainstream 
rather  than  part  of  the  Rus- 
sian, empire,"  says  Anthony 
Thomas,  emerging  European 
economist  at  Dresdner  Klein- 
wort  Benson. 


But- de-coupling  from  Rus- 
. sla  also  involved  moving  out 
of  the  emerging  markets 
group  cf  countries  and  into 
the  western  sphere  of  influ- 
ence. "Emergence,  it  seems, 
is  far  outweighed  by  conver- 
gence," says  Morgan  Stanley 
Dean  Witter  in  one  of  Its  lat- 
est studies. 

The  independence  of  cen- 
tral and  eastern  Europe  from 
other  emerging  markets  was 
tested  last  month  by  Brazil’s 
financial  crisis.  Richard 
Gray,  emerging  markets 
economist  at  Bank  of  Amer- 
ica, says  the  devaluation  of 
the  Real  was  hardly  regis- 
tered by  the  eastern  Euro- 
pean currency  markets.  In 
Poland  bond  yields  rose  by 
20  basis  points  only  and  in 
the  Czech  Republic  yields 
rose  40  basis  points. 

Indeed,  so  resilient  did  the 
Hungarian  government 
feel  that  a day  after  Brazil- 
ian devaluation  Hungary 
boldly  decided  to  auction 
eastern  Europe's  first  10-year 
band.  It  was  six  times  sub- 
scribed. 

"This  was  a key  gauge  of 
confidence  in  the  country's 
convergence  prospects,"  says 
Morgan  Stanley  Dean  Witter. 
Less  than  two  weeks  later, 
Hungary  launched  its  first 
euro-denomfnated  bond.  The 
10-year  €500m  bond  - the 
first  by  an  east  European 
country  - was  launched  on 
January  28  at  87  basis  points 

over  German  bunds  baa 
since  tightened  to  B4  basis 
points,  reflecting  just  how 
low  the  risk  associated  with 
Hungary  now  is. 

Encouraged  by  the  Hun- 
garian example,  Bulgaria 
and  the  city  of  Sofia  are  both 
planning  their  debut  euro- 
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bond  issue  this  year.  Croatia 
is  also  planning  a euro- 
denominated  bond  issue 
which  could  - if  successful  - 
open  the  way  for  other  east- 
ern European  countries  to 
come  to  international  capital 

markets. 

The  convergence  story  is 
best  illustrated  by  foiling 
yields  on  bonds  denominated 
in  local  currencies.  In  the 
Czech  Republic  five-year 
bond  yields  have  steadily 
fallen  from  about  15LB  per 
cent  to  below  8 per  cent 
since  the  Russian  crisis.  Pol- 
ish five-year  bond  yields 
have  fallen  from  more  than 
16  per  cent  to  10  per  cent  in 
the  past  five  months.  Hun- 
garian five-year  bond  yields 
have  dropped  from  almost  19 
per  cent  to  about  105  per 
cent  in  the  same  period. 

Government  bond  yields 


are  determined  by  four  main 
factors:  interest  rates,  infla- 
tion, risk  of  devaluation  and 
the  credit-worthiness  of  a 
country.  But  while  inflation 
in  Poland  end  Hungary  b»s 
fallen  to  single  digits  and 
Interest  rates  have  dropped 
dramatically,  the  risks  of 
currency  weakening  remain. 

"Inflation  has  come  down 
in  eastern  Europe  foster 
than  expected  and  the 
chances  of  default  are 
extremely  low,  but  St  is  the 
currency  that  is  a key  vari- 
able this  year,"  says  Mr 
Thomas. 

However,  having  escaped 
from  Russia’s  grip,  central 
European  countries  are  more 
vulnerable  to  the  fortunes  of 
western  Europe,  their  main 
trading  partner.  This  means 
that  an  economic  slowdown 
in  western  Europe  could  hit 


export  prospects  for  central 
European  economies  and 
lead  to  an  economic  slow- 
down  and  the  widening  of 
the  current  account  deficit 
in  the  region,  according  to 
Mr  Thomas. 

"When  western  Europe 
sneezes,  eastern  Europe 
catches  a cold."  says  Mr 
Browne  at  J.P.  Morgan. 

But  while  economies  in 
Poland  and  Hungary  are  still 
growing,  albeit  at  a slower 
rate  than  expected,  the  coun- 
try that  causes  most  concern 
to  bond  investors  is  the 
Czech  Republic,  which  is 
fluting  severe  recession. 

"The  Czech  currency  has 
been  firm,  but  with  the 
reduction  in  interest  rates 
the  downside  for  the  cur- 
rency is  very  severe  indeed,” 
says  Mr  Thomas.  "Red  lights 
are  already  flashing." 
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BANANA  DISPUTE  BRUSSELS  AND  WASHINGTON  CLASH  AGAIN  AT  THE  WORLD  TRADE  ORGANISATION 


EU  seeks  WTO  ruling  on  US  sanctions  law 


By  Frances  lYilfams  in  Geneva 


The  US  and  the  European 
Union  crossed  swords  over 
bananas  again  yesterday 
when  Brussels  asked  for  a 
World  Trade  Organisation 
panel  to  rule  on  section  301 
of  US  trade  law  which  pro- 
vides for  unilateral  trade 
sanctions. 

Though  the  US  blocked 
establishment  of  the  panel 
on  the  first  request,  which  it 
is  entitled  to  do  under  WTO 
rules,  the  EU  said  it  would 
call  a special  meeting  of  the 
WTO's  dispute  settlement 


body  to  make  a second 
request  which  cannot  be 
refused. 

The  meeting  is  likely  to  be 
held  at  the  beginning  of 
March,  when  the  US  has 
threatened  to  impose  puni- 
tive duties  on  European 
goods  in  retaliation  for  the 
EU’s  alleged  failure  to  com- 
ply with  WTO  rulings 
against  its  banana  import 
regime.  Brussels  says  such 
sanctions  would  be  illegal  in 
the  absence  of  a WTO  panel 
decision  on  compliance. 

EU  officials  told  the  dis- 
pute settlement  body  yester- 


day that  the  US  sanctions 
timetable  laid  down  in  sec- 
tion 301  and  succeeding 
clauses,  originally  enacted  in 
1974,  was  not  compatible 
with  authorised  retaliation 
procedures  in  the  WTO. 

Moreover,  the  US  law  had 
been  actively  used  to  exert 
pressure  on  Brussels  in  the 
banana  case,  violating  WTO 
prohibitions  on  unilateral 
determinations  of  guilt  and 
unilateral  trade  measures 
against  WTO  members. 

Both  charges  are  denied 
by  the  US  which  says  any 
action  under  section  301  will 


be  consistent  with  WTO 
rules.  However,  Washington 
and  Brussels  do  not  agree  on 
how  the  rules  should  be 
interpreted,  an  issue  that 
last  month  brought  the 
WTO's  dispute  settlement 
system  close  to  breakdown. 

The  three-man  panel  that 
originally  condemned  the 
EU’s  banana  Import  arrange- 
ments is  currently  examin- 
ing the  amended  scheme 
which  began  on  January  1 to 
see  if  it  complies  fully  with 
WTO  rules.  That  decision  is 
due  by  April  12. 

The  same  panel  is  also 


assessing  the  US  claim  for 
$520m  in  retaliatory  duties 
on  imports  from  Europe. 
Washington  argues  that 
WTO  procedures  require  this 
arbitration  to  be  completed 
by  March  2,  permitting  it  to 
impose  sanctions  from 
March  3 - but  Brussels,  with 
the  support  of  other  leading 
trading  nations,  says  retalia- 
tion must  await  the  report 
on  compliance. 

In  recent  days  the  US  has 
hinted  that  the  March  3 
deadline  laid  out  in  its  retali- 
ation timetable  may  not  be 
immutable,  in  a further  sign 


that  the  two  side s are  trying 
to  defuse  the  dispute. 

• The  WTO's  dispute  settle- 
ment body  yesterday  agreed 
to  establish  a panel  at  the 
EU’s  request  to  examine  US 
anti-subsidy  duties  against 
imports  of  UK  steel.  Brussels 
says  the  duties  are  based  on 
an  unfair  US  presumption 
that  UK  steel  companies  that 
took  over  the  assets  of  state- 
owned  British  Steel  bene- 
fited from  subsidies  paid 

before  privatisation  in  1988. 
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US  action  on 
steel  dismays 
the  Japanese 


FILMS  AND  TV  OTTAWA  URGED  TO  SEEK  DEFENCES  AGAINST  AMERICAN  ONSLAUGHT  

Canada  urged  to  negotiate  ways 
of  protecting  cultural  heritage 


Sheila  Copps  pointed^  excluded  US  from  international  meeting  to 
cfiscuss  protecting  oitunri  diversity 


By  Michiyo  Nakamoto  In  Tokyo 
ami  agencies 

Japanese  industry  officials 
have  reacted  with  dismay  to 
anti-dumping  action  by  five 
US  steelmakers,  which 
comes  on  the  heels  of  a pre- 
liminary anti-dumping  rul- 
ing against  Japanese  imports 
of  hot-rolled  steel  products 
by  the  Commerce  Depart- 
ment. 

The  US  complaint  against 
the  Czech  Republic,  Prance, 
India.  Indonesia,  Italy. 
Japan.  Macedonia  and  South 
Korea  was  filed  on  Tuesday 
with  the  US  Commerce 
Department  and  US  Interna- 
tional Trade  Commission 
1ITC). 

The  industry’  charged  that 
cut-to-length  plate,  a major 
product  that  is  used  to  make 
machinery  and  equipment 
and  in  bridge  construction, 
was  being  sold  in  US  mar- 
kets by  as  much  as  119  per 
cent  below  fair  value. 

Nippon  Steel,  the  largest 
Japanese  steel  manufac- 
turer, said  yesterday;  “It  is 
not  true  that  steel  plate 
exports  are  causing  damage 
to  US  industry  and  it  is  hard 
to  understand  what  is 
behind  the  filing  of  the  law- 
suit." 

Japanese  steel  manufac- 


turers have  recently  claimed 
that  the  rise  in  steel  imports 
from  Japan  was  due  to 
strong  US  demand  for  those 
products  and  failure  of  the 
US  domestic  Industry  to 
meet  that  demand  due  to  a 
supply  shortage. 

The  sharp  rise  in  exports 
of  steel  plate  products  from 
5,000  tons  in  1997  to  278,000 
tons  last  year  was  due  to  the 
large  number  of  pipeline  pro- 
jects in  the  US.  which  in 
turn  resulted  from  firm 
energy  demand,  according  to 
Nippon  Steel. 

The  Japanese  Federation 
of  Iron  and  Steelworkers 
Unions  is  planning  to  send  a 
letter  to  the  United  Steel- 
workers of  America,  empha- 
sising the  sharp  drop  in 
imports  of  Japanese  steel 
since  last  November.  It  will 
convey  to  the  US  labour 
union  the  Impact  US  anti- 
dumping action,  and  a conse- 
quent fail  in  exports  to  the 
US.  could  have  on  employ- 
ment in  Japan. 

The  Ministry  of  Interna- 
tional Trade  and  Industry 
has  already  requested  con- 
sultations with  the  US  od 
another  steel  case  involving 
a lawsuit  against  Japanese 
steel  importers,  which  Miti 
considers  in  breach  of  WTO 
rules. 


By  Edward  Alden  in  Toronto 


A top  advisory  committee  to 
the  Canadian  trade  minister. 
Sergio  Marchi,  yesterday 
urged  Canada  to  take  the 
lead  in  negotiating  new 
international  measures  to 
protect  cultural  diversity 
against  the  mounting  pres- 
sure for  trade  liberalisation. 

The  committee,  largely 
composed  of  business  lead- 
ers from  the  film  and  televi- 
sion sectors,  said  the  exist- 
ing cultural  exemption 
negotiated  in  the  North 
American  Free  Trade  Agree- 
ment was  no  longer  suffi- 
cient to  protect  Canadian 
culture.  It  urged  the  negotia- 
tion of  a new  “international 
instrument,*’  perhaps  under 
the  World  Trade  Organisa- 
tion. in  which  countries 
would  agree  to  treat  cultural 
goods  and  services  as  “sig- 
nificantly different  from 
other  products". 

The  recommendations  will 
cause  serious'  concerns  in 
the  US  administration  at  a 
time  when  the  two  countries 
are  embroiled  in  a bitter  dis- 
pute over  proposed  Canadian 
legislation  that  would  freeze 
some  US  publishers  out  of 
the  Canadian  market.  The 
US  has  threatened  trade 
retaliation  worth  several  bil- 
lion dollars  if  Canada  pro- 
ceeds with  the  measure. 


The  US.  the  world’s  largest 
exporter  of  movies,  televi- 
sion programmes  and  other 
entertainment  products,  is 
worried  that  Canada  and 
like-minded  European  coun- 
tries such  as  France  and 
Spain  will  form  alliances 
aimed  at  excluding  US 
goods.  Sheila  Copps,  Cana- 
da's heritage  minister,  last 


year  convened  an  interna- 
tional meeting  of  cultural 
ministers,  from  which  the 
US  was  pointedly  excluded, 
to  discuss  strategies  for  pro- 
tecting cultural  diversity. 

Canada  and  many  Euro- 
pean countries  already  use 
an  array  of  subsidies,  local 
content  requirements,  own- 
ership restrictions  and 


import  barriers  to  foster 
national  film,  television  and 
print  industries.  But  the  US 
has  been  chipping  away  at 
such  measures  where  possi- 
ble. Canaria  last  year  lost  a 
dispute  in  the  World  Trade 
Organisation  after  the  US 
challenged  Us  policies  to  pro- 
tect local  magazine  publish- 
ers. and  Ottawa  is  now 
scrambling  to  find  ways  to 
maintain  that  protection 
within  WTO  rules. 

The  committee's  proposal 
calls  for  an  international 
agreement  that  would  spec- 
ify the  measures  countries 
are  permitted  to  use  to  pro- 
tect their  cultural  industries, 
and  when  those  measures 
are  exempt  from  trade  retali- 
ation. The  agreement  would 
be  based  on  the  principle 
that  cultural  diversity 
should  be  fostered  and  that 
domestic  regulatory  mea- 
sures should  be  used  to  pro- 
mote that  end. 

The  committee  urged  the 
Canadian  government  to  per- 
suade other  countries  that 
trade  in  cultural  goods  and 
services  must  be  treated  dif- 
ferently than  other  products. 

The  recommendations 
come  as  Canada  and  other 
countries  are  drawing  up  the 
agenda  for  the  next  round  of 
world  trade  negotiations, 
which  is  expected  to  begin 
later  this  year. 


Jakarta 

picks 

port 

bidder 

By  Sander  Ttoenes  la  Jakarta 

Indonesia  has  selected  an 
affiliate  of  Hutchison  Wham- 
poa, the  container  port  oper- 
ator. as  favoured  bidder  for 
operating  and  managing  Jak- 
arta’s largest  port  authority 
- the  first  breakthrough  in 
months  for  the  troubled  pri- 
vatisation programme. 

The  Ministry  of  State- 
owned  Enterprises  said  it 
hoped  to  conclude  negotia- 
tions with  Grosbeak,  pan  of 
Hutchison,  by  the  end  of 
February  on  forming  a joint 
venture  with  Pelabuhan 
Indonesia  n,  the  state-owned 
port  authority. 

The  venture  would  receive 
a 20- year  concession  to  oper- 
ate and  manage  the  two 
newest  and  most  profitable 
terminals  of  the  Tanjung 
Priok  harbour.  International 
Container  Terminal  Ser- 
vices. P&O  Ports  and  a local 
venture  of  Stevedoring  Ser- 
vices of  America  Interna- 
tional bid  as  well. 

The  joint  venture  is  a mod- 
ified version  of  earlier  priva- 
tisation plans,  part  of  a gov- 
ernment pledge  to  raise 
$1 .5bn  by  privatising  12 
enterprises  before  April  1. 
Only  a stake  in  a cement 
mill  has  been  sold  so  far  and 
the  target  for  April  has  been 
toned  down  to  six  sales. 

Few  expect  more  than  one 
or  two  other  privatisations 
by  then,  leaving  Indonesia 
short  of  badly  needed  reve- 
nue. The  government  has 
been  wary  of  selling  major- 
ity shares  because  privatisa- 
tion has  been  very  contro- 
versial in  Indonesia. 

France  Telecom.  British 
Telecom  and  Telstra  of  Aus- 
tralia are  believed  to  be 
doing  due  diligence  before 
submitting  final  bids  in  I 
March  for  a 14  per  cent  stake  j 
in  Indonesia  Satellite,  the 
international  call  operator. 

Nederlandse  Luch thriven 
Schiphol,  the  Dutch  airport 
authority,  is  believed  to  be 
the  only  interested  party  in 
Angkasa  Pura  H.  which  man- 
ages Jakarta's  international 
airport.  Schiphol  said  it  had 
not  even  registered  to  bid. 


Australia 

plans 
gas  drive 
in  Asia 

By  Gwen  Robinson  hi  Sydney 

Australian  producers  of 
liquefied  natural  gas  are 
planning  to  Form  .i  joint  mar- 
keting agency  to  compete 
with  emerging  producers 
and  win  LNG  contracts  in 
Asm.  Australia's  largest 
LNG  producer  said  yester- 
day. 

The  move  underscored 
growing  competition  lor 
Asia's  emerging  LNG  mar- 
kets - particularly  China 
and  Taiwan,  which  were 
considering  buying  signifi- 
cant quantities  of  LNG  from 
about  2004.  said  John  Afco- 
hurst,  managing  director  of 
Woodside  Petroleum.  It  also 
highlighted  concerns  about 
the  prolonged  economic 
downturn  in  Japan,  which  is 
by  far  Australia's  largest 
LNG  customer. 

Competition  between  sev- 
eral Australian  LNG  projects 
could  work  against  their 
interests  in  securing  con- 
tracts ahead  of  competing 
international  LNG  suppliers. 
Mr  Akehuret  said.  "There  is 
the  potential  for  confusion 
in  terms  of  representation  m 
the  market  place. . . The  real 
competition  (for  Australian 
producers)  Is  outside  the 
country,  it  shouldn't  be  in 

the  count  ry.” 

Under  the  plan,  competing 
projects  would  produce  their 
LNG  separately,  but  pool 
their  marketing  efforts  in  a 
central  agency  that  would 
Rive  priority  to  the  lowest 
cost  producers. 

Woodside,  which  is  34  per 
cent  owned  by  Royal  Dutch' 
Shell,  operates  and  partly 
owns  the  North  West  Shelf 
gas  project  off  Western  Aus- 
tralia. Equal  partners  in  the 
project  are  Royal  Dutch 
Shell.  BP-Amoco.  Chevron 
Corp..  Broken  Hill  Propri- 
etary and  Japan  Australia 
LNG,  a joint  venture 
between  Mitsubishi  Carp 
and  Mitsui  & Co.  of  Japan. 

The  proposal  for  a unified 
LNG  marketing  agency  was 
developed  by  Woodside  with 
Chevron  and  Shell.  But  talks 
are  under  way  with  other 
producers. 
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Newspaper... 


...  a harmonious 

balance 

Newspapers  and  magazines  can  be  recycled  to  provide 
secondary  fibre  to  make  more  newspapers.  But  recycling 
depends  on  a constant  supply  of  new  fibres. 


TO  FIND  OUT  MORE  ABOUT 
THE  USE  OF  RAW  MATERIALS 
IN  THE  NEWSPAPER  INDUSTRY: 

DIAL  THE 

FAX  BACK  NUMBER 

0660  616231 

0660  calls  cost  50p  per 
minute  at  all  times 


NEWSPAPERS  SUPPORT 
RECYCLING 


OR  WRITE  TO: 

1 RIVENHALL  ROAD, 

, WESTLEA, 

SWINDON,  SN5  7BD 
TELEPHONE:  01793  879229 
FAX:  01793  886182 


Issued  by  the  NEWSPRINT  Sc  NEWSPAPER 
INDUSTRY  ENVIRONMENTAL  ACTION  GROUP 
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Netscape’s 

claim  untrue 
- Microsoft 


By  Richard  Wotffe 

h Washington 


A senior  Microsoft  executive 
yesterday  accused  rival  Net* 
scape  Communications  of 
lubricating  allegations  of  an 
illegal  attempt  to  carve  up 
the  market  in  internet  soft- 
ware. 

Dan  Rosea,  general  man- 
ager of  new  technology,  told 
the  Microsoft  monopoly  trial 
that  it  was  “absurd  and 
untrue"  for  Netscape  to 
accuse  his  company  of  try- 
ing to  stifle  competition  In  a 
meeting  between  both  com- 
panies’ executives  in  June 
1095.  The  disputed  meeting 
is  one  of  the  most  controver- 
sial and  crucial  pieces  of  evi- 
dence in  the  four-month-old 
antitrust  trial  brought  fay 
the  US  Justice  Department 
and  19  states. 

Antitrust  officials  accuse 
Microsoft  of  Hpoiririg  to  shift 
Netscape  out  of  the  retail 
market  for  internet  software, 
towards  products  designed 
for  business  customers. 

In  written  testimony 
released  yesterday;  Mr 
Rosen,  who  led  the.  meeting 
for  Microsoft,  said:  “Based 
on  more  than  20  years  of 
business  experience  and 
negotiating  many  strategic 
agreements,  I certainly 
believed  - and  still  believe  - 
that  the  discussions  with 
Netscape  were  wholly  and 
entirely  consistent  with  law- 
ful, and  commonplace,  busi- 
ness practices.” 

Mr  Rosen  accuses  Net- 
scape's senior  executives  of 
failing  to  take  accurate  or 
complete  notes  of  the  meet- 
ing, and  of  misunderstand- 
ing the  technical  nature  of 
the  discussions. 

Netscape  provided  some  of 
the  most  dramatic  evidence 
at  the  start  of  the  trial  In 


October,  when  Jim  Barks- 
dale, Netscape’s  chief  execu- 
tive, accused  Microsoft  of 
wanting  to  “draw  a line" 
between  the  two  companies. 

' Mr  Barksdale  said  “the. 
line”  implied  that  Microsoft 
would  shift  itself  towards 
Netscape's  market  and 
wiriqrminw  its  business  strat- 
egy. When  Netscape  refused 
to  take  part  in  the  alleged 
collusion,  he  said  Microsoft 
sought  to  crush  his  company 
by  distributing  its. rival  soft- 
ware free  of  Charge. 

However,  Mr  Rosen  said 
yesterday  that -the  discus- 
sion of  the.  controversial 
“Hue"  was  no  more  th«w  a 
technical-  debate  over  the  i 
interface  between  the  two  , 
companies'  products.  “It  Is  1 
ludicrous  to  propose  that  the  i 
‘line’  was  some  sort  of  line 
in  the  sand  that  Microsoft 
told  Netscape  it  could  cross 
only  at  its  peril."  he  said. 

Government  lawyers  yes- 
terday finished  three  days  of 
cross-examining  Brad  Chase, 
Microsoft’s  vice-president  of 
marketing.  Mr  Chase  has 
consistently  argued  that 
Microsoft’s  internet  software 
won  a.  significant  market* 
share  because  it  was  techni- 
cally superior  to  its  rival’s 
offerings. 

The  US  Justice  Depart- 
ment this  week  sought,  to 
nnrfpi-mitia  those  technical 
claim*  by  releasing  internal 
Microsoft  documents  which 
identified  that  most  people 
use  the  company's  internet 
software  because  it  was 
already  installed  on  personal 
computers. 

The  government  argues 
that  Microsoft  has  abused  its 
market  strength  over  Win- 
dows software  to  crush  com- 
petition in  the  market 
for  internet  browsing  soft- 
ware. 


Puerto  Rico 
telecoms  sale 
wins  approval 


By  Canute  James  ta  Kfcigston 

The  US  Federal  Communi- 
cations Commission  has 
approved  the  privatisation  of 
the  Puerto  Rico  Telephone 
Company  to  a consortium 
led  by  GTE  of  the  US  for  Just 
over  $2bn. 

The  sale  is  the  biggest  pri- 
vatisation by  the  govern- 
ment of  the  US  possession  in 
the  north-east  Caribbean, 
and  there  are  more  plans  for 
divestment  in  areas  such  as 
prisons  and  public  health. 

The  GTE-led  consortium 
has  taken  a 51  per  cent  stake 
in  Puerto  Rico  Telephone, 
and  will  manage  the  com- 
pany. Local  investors  are 
buying  5 per  cent,  while  the 
government  is  keeping  44 
per  cent,  with  some  of  this 
going  to  the  company's 
workers  through  a stock 
ownership  plan. 

In  approving  the  sale,  the 
FCC  rejected  allegations 
from  Puerto  Rican  trade 
unions  that  GTE  wonld 
abuse  its  monopoly  by  not 
allowing  competitors  reason- 
able access  to  telephone 
infrastructure,  said  Gloria 
Tristanl,  the  FCC  commis- 
sioner. 

Consequently,  the  commis- 
sion did  not  impose  a federal 
monitor  as  a condition  of 
approving  the  sale.  MS  Tris- 
tan! said  GTE  planned  to. 
invest  $lbn  in  infrastructure 
improvements,  had  promised 
not  to  raise  telephone  resi- 
dential rates  and  would  give 
a 3 per  cent  discount  to 
Puerto  Rican  educational 


institutions  for  their  use  of 
the  Internet 

The  announcement  in  July 
of  an  agreement  in  principle 
between  the  government  and 
the  consortium  led  to  a 48- 
day  strike  by  three-quarters 
of  Puerto  Rico  Telephone’s 
employees.  They  ware  sup- 
ported by  a txnnlay- general 
strike. 

However,  the  government 
rejected  opposition  to  the 
sale,  saying  that  the  com- 
pany had  to  be  divested 
because  it  wonld  become 
unprofitable  following 
rfewigttg  in  .us  fedoral  com- 
munications regulations. 
The  company  lost  its  22-year 
monopoly  on  local  services 
foKfowtag  the  passage  of  a 
1996  law  which  deregulated 
telecommunications  services 
in  the  1JS.  Under  govern- 
ment ownership,  the  com- 
pany was  “bound  by  too 
many  government  proce- 
dures and  regulations  that 
delayed  decision-making 
in  a competitive  environ- 
ment", said  Carmen  Culpe- 
per, the  cammuKF  president 

With  the  esppetion  of  fee 
sale  of  the  Afftfephane  com- 
pany, the . administration 
will  turn  to  the  privatisation 
of  several  hotels,  regional 
airports,  health  clinics  and 
the  prison  service.  It  has 
already  sold  Puerto  Rico 
Maritime  Shipping  (Nayi- 
eras),  which  had  debts,  of 
y?oom  when  it  was  divested 
In  1995.  Some  hotels  have 
also  been  sold,  as  well  as 
pineapple  farms  and  sugar 

rang*  farmR  ami  wiiUa. 


New  homes building 
hits  12-year  high 


Despite  icy  weather  in  the 
northeast  and  Midwest,  con- 
struction of  new  homes 
jumped  8-8  per  cent  In  Jam* 
ary  to  a 12-year  high,  extend- 
ing the  US  building  boom  of 
1998  into  the  new  year.  AP 
reports  from  Washington. 

Builders  started  construc- 
tion of  bouses  and  apart- 
ments at  a seasonally 
adjusted  annual  rate  of  L8m, 
the  Commerce  Department 
said  yesterday. 


In  contrast,  the  Federal 
Reserve  said  production  at 
factories,  mines  and  utilities 
was  unchanged  in  January- 
Builders  in  1996  started 
L62m  units,  an  n-yaar  high, 
and  economists  had  expected 
the  start  of  a modest  dedine 
during  1999.  However,  the 
conditions  that  drove  homes 
sales  and  construction  in 
1996  - low  mortgage  rates, 
plentiful  jobs  and  high  stock 
prices  - continued  into  1999. 


On  the  web  today  . 

t Trial  puts  sexual  harassment  back  in  spotlight 

• Mexico  remains  resilient  despite  slowdown 

• Rural  America  fells  through  the  net 
httpJVVmWift j»mfamerica» 
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Argentina  looks  for  ways  to  mollify  suspicious  Falklanders 


Status -of  the  island  still  a powerful  irritant 
in  relations  with  Britan,  reports.  Ken  Warn 


It  must  have  been' simple 
once  - an  agreeable  round 
of  polo,  tea,  and.G&Ts. 
Britain's  ambassador  to  Bue- 
nos Aires  in  the  late  1930s 
reminded  his  bosses  in  Lon- 
don that  there  was  a territo- 
rial dispute  with  Argentina 
over  the  Falkland  Islands  in 
the  South  Atlantic.  But  for- 
tunately, he  added,  no  one 
had  bothered  to  raise  the 
issue  during  his  tour  erf  duly. 

The  rise  of  Argentine 
nationalism  in  the  1940s,  and 
then  the  brief  but  bloody 
war  that  Britain  and  Argen- 
tina fought  over  the  island** 
in  1982,  put  paid  to  such  dip- 
lomatic tranquillity.  Even 
after  the  rebuilding  of 
Anglo-Argentine  links  this 
decade,  the  issue  remains  a 
powerful  irritant  in  bilateral 
relations. 

Argentina  is  pressing  its 
165-year-old  riatm  over  the 
Islands  with  unrelenting  vig- 
our. Its  officials  constantly 
buttonhole  international  dig- 
nitaries in  search  of  the 
merest  gesture  of  support  - 
even  those  who  would  be 
hard  pressed  to  locate  the 
Fhlklands  on  a map. 

The  pace  of  Argentine  dip- 
lomatic activity  has  acceler- 
ated In  recent  weeks.  Guido 
Di  Telia,  foreign  minister. 


has  crisscrossed  the  Atlan- 
tic at  a frantic  pace,  meeting 
British  and  US  officials  and 
taking  the  Argentine  case  to 
Kofi  Annan,  the  UN  secre- 
tary general. 

Another  meeting  is 
planned  shortly  with  Robin 
Cook,  Britain’s  foreign  secre- 
tary. “Can  this  really  all  be 
just  for  the  air  miles?"  said 
one  diplomat  In  : Buenos 
Aires. 

The  British  government 
maintains  that  the  sover- 
eignty erf  tha  talanria  jg  not 
negotiable.  However,  it 
isgeared  up  for'  an  initiative 
from  Buenos  Aires  soon. 

Despite  Argentine  denials, 
islanders'  representatives 
say  that  several  “Ideas”  - 
□one  entirely  hew  - have 
been  conveyed  to  them  since 
December  from  the  Argen- 
tine .side.  These  trial  bal- 
loons range  from  a freeze  on 
sovereignty  to  an  outright 
dropping  of  the  Argentine 
claim,  in  exchange  for  a nor- 
mahsation  of  Hnirc  between 
the  islands  and  the  main- 
land, frozen  since  1982. 

Under  such  an  arrange- 
ment, Argentina  wonld  seek 
at  least  a symbolic  presence 
on  the  islands.  One  formula 
is  that  the  Argentine  flag 
could  be*  flown  over  the  cem- 


A British  airman  looks  across  the  Arsentfaio  comatwy  on  the  FsSdands 


etery  at  Darwin,  where  the 
country's  war  dead  are  bur- 
ied, and  the  cemetery  itself 
declared  sovereign  Argen- 
tine territory. 

Andres  Cisneros,  Argen- 
tina's deputy  foreign  minis- 
ter, denies  there  is  any  possi- 
bility of  Argentina  dropping 
its  daim.  But  he  sketches 
out  a two-stage  process 
under  which  communica- 
tions links  could  be 
rearmed,  followed  by  a nego- 
tiation 'that  would  lead  to 
“an  agreement  to  disagree” 
over  sovereignty. 


The  bar  on  Argentines 
even  setting  foot  on  the 
Falklands  clearly  needles  Mr 
Cisneros  and  other  officials. 
“It's  as  if  we  were  lepers,”  he 
said.  “We  want  the  kind  of 
normal  relationship  that 
normal  people  have." 

The  islanders,  not  surpris- 
ingly, see  the  situation  dif- 
ferently. “Only  if  the  Argen- 
tines drop  the  claim  win  we 
have  a normal  relationship. 
It  is  the  first  step,”  says 
Sukey  Cameron,  Falklands 
government  representative 
in  London. 


Taking  a marginally  more 
conciliatory  line,  islands 
councillor  Mike  Summers 
thte  month  suggested  a 50- 
year  freeze  on  the  Argentine 
claim,  to  be  followed  by  a 
binding  referendum  of  the 
islanders  on  their  future,  in 
exchange  for  a gradual  nor- 
malisation of  links. 

But  for  Argentina,  the 
closer  it  comes  to  renounc- 
ing the  sovereignty  claim, 
the  harder  any  solution  will 
he  to  sell  politically  at  home. 
The  Falklands  barely  feature 
among  voters'  everyday  con- 


cerns. But  the  bedrock  of 
support  for  pressing  the 
dfljm  remains  strong,  even 
among  those  who  opposed 
Argentina's  attempt  to  seize 
the  islands  by  force. 

For  Britain,  too,  there  are 
dangers-  British  officials, 
from  Tony  Blair,  prime  min- 
ister, downwards,  believe 
resumed  links  with  the 
mainland  would  help  Secure 
the  islands’  economic  future. 

But  bitter  experience  has 
taught  successive  British 
governments  not  to  try  to 
force  the ' pace  with  the 
islanders.  Before  the  1982 
conflict,  opposition  from  the 
Falklanders  sank  several 
efforts  by  London  to  negoti- 
ate with  Argentina. 

The  Argentines  see  the 
islanders  - who  are  set  to 
lose  their  air-link  with  the 
mainland  next  month  when 
LanGhlle  drops  its  flights  - 
as  increasingly  isolated,  and 
perhaps  more  ready  to  talk 
than  in  the  past 

But  being  isolated  Is  some- 
thing the  2^00-odd  Falklan- 
ders, who  have  eked  a living 
from  the  remote,  inhospita- 
ble terrain  for  generations, 
know  all  about.  Even  if 
Argentina  can  get  round  the 
table  with  British  officials 
and  the  islanders’  represen- 
tatives, it  may  find  it  is  the 
Falklanders  who  hold  the 
strongest  cards. 


"Sometimes 
I need  the  facts 
at  once." 


'Having  the  right  information  - immediately  ■. 
can  really  make  a difference.  Sometimes  I don't  V *’  . 

have  time  even  to  make  a call.  In  cases  like  these 
i can  still  get  vital  information  from  my  hospital  • 

- pharmaceutical  information  about  dosages  and  • 

contraindications,  for  example.  I use  the  Nokia  £ 1 

Communicator  to  connect  to  the  hospital's  data-base  over  the 
Internet  For  me,  technology  isn't  valuable  in  itself.  Ifs  simply  a 
way  for  me  to  serve  my  patients  better." 

Dr.  Luigi  Radice 

M.D. 
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Up  to  170  h standby  • Lightweight  weighs 
253  g / 9 ounces  • Backlit  display  • Wireless 
imaging  • 4 MB  memory  carts  • Windows 
compatible  calendar  and  contacts 
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BoJ  ‘ready  to  pump 


ASIA-PACIFIC 


By  GSlan  Tett  in  Tokyo 

The  Bank  of  Japan's 
readiness  to  take  radical 
measures  to  boost  the  econ- 
omy is  now  "much,  much 
stronger  than  the  market 
currently  realises."  Eisuke 
Sakakibara,  vice-minister  of 
finance  for  international 
affairs,  said  yesterday. 

In  particular,  the  bank 
now  has  “a  very  strong 
determination  to  pump 
liquidity  into  the  markets 
using  all  the  [monetary] 


tools”  Ur  Sakakibara  told 
the  Financial  Times,  “it  is 
still  uncertain  at  what  point 
the  economy  will  turn 
around.  Given  this,  the  gov- 
ernment needs  to  use  every 
policy  tool  available  to 
restore  confidence  and 
relieve  the  credit  crunch.” 
Mr  Sakakibara  refused  to 
endorse  explicitly  recent 
calls  by  politicians  for  the 
bank  to  increase  its  pur- 
chases of  Japanese  govern- 
ment bonds  (JGBs).  Tt  is  up 
to  the  bank  to  decide"  what 


tools  to  use.  he  said. 

Blit  hiS  wwwTnrmts  will  fuel 
suspicions  the  government  is 
preparing  to  implement  a 
more  inflationary  policy  in 
an  effort  to  stave  off  criti- 
etem  it  is  not  doing  enough 
to  boost  the  economy.  On 
Saturday,  Japan  must  face 
other  members  of  the  Group 
of  Seven  at  a meeting  of 
finance  ministers  and  cen- 
tral bankers  in  Germany. 

Mr  Sakakibara  admitted 
that  it  was  "natural  for  the 
yen  to  weaken  as  a result  of 


Vania  Afaalu,  left,  and  Kofi  Kakizawa:  rivals  from  1DP 


Tokyo  residents  ponder  LDP’s 
rival  aspirants  for  governor 

Two  of  Japan's  most 
active  figures 
internationally  are 
fighting  each 
other,  reports 
Michiyo  Nakamoto 

Expertise  in  International 
diplomacy  is  not  a skill 
that  wins  many  votes  in 
Japanese  domestic  politics. 

But  a messy  political  battle 
over  who  should  run  for  gov- 
ernor of  Tokyo  from  the  rul- 
ing Liberal  Democratic  party 
(LDP)  has  pitted  two  of 
Japan's  most  active  figures 
on  the  international  stage 
against  one  another. 

Until  recently,  Yasuo  Aka- 
shi.  tjjj.  was  undersecretary 
general  for  humanitarian 
affairs  at  the  United  Nations, 
involved  in  UN  peacekeeping 
activities  in  Cambodia  and 
the  former  Yugoslavia. 

Koji  Kakizawa.  65,  is  a for- 
mer foreign  minister  of 
Japan  who  has  led  a long 
personal  campaign  to  pro- 
mote relations  with  foreign 
countries  ranging  from 
France  to  Libya. 

in  a curious  twist  of  Date, 
the  race  to  become  the  LDP's 
candidate  In  April’s  Tokyo 
gubernatorial  race  has 
brought  the  two  close 
friends  face  to  face  in  a 
showdown  that  has  wreaked 
havoc  in  the  ruling  party. 

It  is  a huge  embarrass- 
ment for  the  LDP.  which  had 
settled  on  fielding  Mr  Aka- 
shi,  after  an  earlier  bungle 
involving  an  opposition  can- 
didate. Initially,  the  LDP  had 
wanted  to  back  Kunio  Hatoy- 
ama.  deputy  secretary  gen- 
eral of  the  opposition  Demo- 
cratic party  (DPJ).  who  is 
running  as  an  independent. 

Mr  Hatoyama  used  to  be  a 
member  of  the  LDP  and 
comes  from  a prominent 
political  family  with  impec- 
cable conservative  creden- 
tials But  firm  opposition 
against  LDP  support  from 
the  DPJ  scuppered  that  plan, 
leaving  the  ruling  party 
looking  confused,  disorgan- 
ised and  desperate  to  find  a 
suitable  candidate. 

Although  the  LDP  does 
not  face  national  elections 
until  the  autumn  of  next 
year,  the  stakes  are  high  for 


the  ruling  party.  The  Tokyo 
gubernatorial  election  is  a 
key  indicator  of  trends 
among  urban  voters,  points 
out  John  Neuffer,  political 
analyst  at  Mitsui  Marine 
Research  Institute.  "Symbol- 
ically, it  is  of  crucial  impor- 
tance to  the  LDP."  he  says. 

The  LDP  suffered  a big 
defeat  in  the  last  gubernato- 
rial election  in  1995  when  its 
candidate,  Nobuo  Ishihara,  a 
former  deputy  cabinet  secre- 
tary. lost  against  Yukio 
Aosbima,  an  independent, 
despite  the  backing  of  four 
other  parties. 

Young  LDP  pa  rliamfr  ptor- 
ians,  many  of  whom  are 
from  urban  constituencies, 
are  seriously  worried  about 
the  ruling  party's  declining 
support  in  urban  areas. 

However,  as  long  as  Mr 
Kakizawa  insists  on  running 
there  is  little  the  LDP  can  do 
except  to  threaten  to  expel 
him  from  the  part)'.  Mr  Kaki- 
zawa Is  unacceptable  as  a 
candidate  to  the  LDP  be- 
cause of  opposition  from  the 
Komei  party,  whose  co- 
operation the  LDP  needs  to 
make  up  for  its  lack  of  a 
majority  in  the  upper  house 
of  the  Diet.  The  Komei. 
backed  by  the  Soka  Gakkai 
religious  organisation,  has 
not  forgotten  that  Mr  Kaki- 
zawa led  a campaign  to 
enforce  transparency  in  acc- 
ounts of  religious  organisa- 
tions, which  are  tax-exempt. 

In  the  furore  that  has 
developed  over  the  issue,  the 
plight  of  Tokyo  residents  has 
been  left  on  the  sidelines. 

The  city,  with  a gross 
domestic  product  of 
$759.6bn,  has  an  economy 
larger  than  that  of  Canada 


or  Spain.  Its  financial  prob- 
lems are  also  enormous. 

With  outstanding  debts  of 
Y6.651bn  ($56bQ)  and  a bud- 
get deficit  of  YlOObn  (S842m; 
this  year.  Tokyo  faces  seri- 
ous financial  problems. 

Projects  undertaken  in  the 
years  of  plenty,  such  as  the 
redevelopment  of  the  water- 
front area,  are  still  costing 
the  city  dearly,  while  reve- 
nues have  fallen  sharply. 
The  Tokyo  metropolitan  gov- 
ernment's towering  head- 
quarters alone,  built  eight 
years  ago  at  a cost  of 
Yieohn.  costs  the  city  Y5-4bn 
a year  in  maintenance. 

Whoever  becomes  gover- 
nor will  also  face  mounting 
problems  related  to  the 
recession. 

Yet  Mr  Kakizawa,  whose 
candidacy  the  LDP  ada- 
mantly refuses  to  allow,  is 
the  only  one  who  can  claim 
to  have  taken  any  concrete 
action  in  this  regard.  As 
head  of  an  LDP  urban  revit- 
alisation committee,  Mr  Kak- 
izawa. known  affectionately 
by  bis  supporters  as  the 
“Kennedy"  of  downtown 
Tokyo,  has  been  actively 
studying  measures  for  the 
city's  redevelopment. 

Tokyo’s  liberal  voters  may 
be  disillusioned  with  non-es- 
tablishment types,  given  the 
failure  of  the  incumbent  gov- 
ernor. Yukio  Aoshima,  to 
live  up  to  expectations. 

But  Tokyoites  are  notori- 
ously unpredictable  - and 
well  educated  and  well 
informed.  Amid  continuing 
economic  slump,  the  LDP 
may  again  find  to  Us  dismay 
that  it  is  still  policy,  rather 
than  political  support,  that 
sways  the  city’s  electorate. 


CONTRACTS  & TENDERS 


GOVERNO 
DA  BAHIA 


FEDERATIVE  REPUBLIC  OF  BRAZIL 
STATE  OF  BAHIA  ' 

DEPARTMENT  OF  ADMINISTRATION  -SAEB 
CENTRAL  TENDER  COMMITTEE  -CCL 
CALL  FOR  TENDERS  INTERNATIONAL  COMPETITION 


Type  No.  Objective  | Date  'Time.  Piece  EquBy 
Compclivc  fire  ' IS  * 9:30 • SAEB  capital  j 

Bidding  001  . fighting  March1  a.m.  1 1 RS50, 000.00 

! Vehide  ; 99  j j ; i 

All  interested  parties  may  obtain  further 
information  and/or  the  Tender  Document  and  Bs 
attachments  from  the  Secretaria  da 
Administraqao  do  Estado  da  Bahia  Comissao 
Central  de  Liritagao  CCL,  at  the  following 
address:  2"  avenida,  200,  Plotaforma  Hi,  Terreo 
SAF  Servi^o  de  Atendimento  ao  Fomecedor 
Centro  Administrative  da  Bahia  CAB,  Salvador, 
Bahia,  Brazil.  Tel:  (5571)  371-5815,  370-3130, 
Tel/Fax:  (5571 ) Oil 9. from  1 1 February 99 to  1 4 
March  99  from  9:30  a.m.  to  5:30  p.m.  following 
payment  of  RS30,00  (thirty  Brazilian  reals)  by 
check,  payable  to  Fundo  Rotativo  de  Material,  or 
through  the  Internet  at 
ywvw.bohio.  bo.oov.br/soeb/sof.htm 
Salvador,  09  Februaiy  1999  EDVALDO  FARIAS 
DE  CARVALHO  FILHO 
Acting  Chair/CCL 
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the  very  dramatic,  pacing  gf 
monetary  policy". 

“I  think  the  US  under* 
stands  this  and  supports  the 
monetary  easing."  he  said. 

He  still  believed  that  the 
yen  -would  recover  in  the 
medium  term  as -the  Japa- 
nese* economy  rebounded. 
The  yen  closed,  in  Tokyo 
trading  around  YU8  to  the 
dollar,  yesterday,  but  in  Lon- 
don later  it  fait  more  than 
YU9  to  the  dollar  for  the 
first  time  in  two  months. 

Masarn  Hayaml.  the  Bank 


of  Japan  governor,  has 
repeatedly  insisted  in  recent - 
weeks  that  he  will  not  bow 
to  political  demands  to  raise 
the  bank's  purchases  of  Jap- 
anese government  bands:  ”■ 

Instead,  the  bank’s  policy  - 
hoard  decided  last  Friday  to- 
pump  enough  liquidity  into 
the  market  to  lower-  the 
overnight  market  interest, 
rate  from  0.25  per  cent  to 
0J5  per  emit  or  lower.  Yes-" 
tarday,  It  let  the  rate  fall  to-a 
record  low  of  0.08  per  cent  . 

But  other  senior  hank  offi- 


cials have  started  intensive 
discussions  about  other 
monetary  measures,  such  as 
fire  adoption  of- an  inflation 
or  monetary  target  for  the 
-first  timeL  : 

. -Lawrence  Summers,  US 
deputy^ ■Treasury  secretary.  • 
is  expected  to' raise  file  Issue 
with  the  hank  next  week.Mr 
Sakakibara ' yesterday 
acknowledged  introducing 
an  inflation  target  "could 

have  a useful  psychological 
impact  at  the  moment". 

He  admitted- that  Tues- 


day’s derision  hy.^haL Trust 
FunflBiueauto  resuaeJGB 
piiniiaaearm^Ltlbok^ likea 
repeal  of  - policy"  but  had - 
bMh'needeff  to  “calm'  panic' 
market  in' Janik 


_ the  fatgeau  was  j 
#ah  long-term  interest  rates 
much  lower.-.  Yield  on  the 
.benchmark  lOyearhondyes-- 
tea-day  closed  at  'L93  per 
dOnt'  down  from  Tuesdays 
1199  per  cent  and.  sharpy 
be]ow  January’s1  Mf  • per 
cent  peat  ■ 


ADB,  World  Bank  consider 
Indonesia  debt  guarantee 


.By  Sander  Thomas  in  Jakarta 

The  Asian  Development 
Bank  and  the  World  Rank 
are  considering  guarantee- 
ing an  Indonesian  debt  issue, 
which  would  make  a costly 
bank  bailout  programme 
possible  without  the  coun- 
try's debt  ballooning,  ADB 
officials  said  yesterday. 

Shqji  Nishimoto,  ADB  pro- 
grammes director  for  east 
Asia,  said  the  bank's’  board 
was  mnirfdaring  whether  to 
back  sovereign  debt  issues 
by  troubled  Aslan  member, 
states,  including  Indonesia. 

A decision  in  principle 
could  be  made  before  -April 
he  said,  adding  that  the 
World  Bank  was  deliberating 


whether  to  join  in. 

A joint  guarantee  for  sov- 
ereign bond  issues  by  Asian 
countries  would  sharply 
lower  the  risk  attached  to 
such  bonds  and  hence  the 
interest  rate  needed  to 
attract  investors. 

For  Indonesia,  such  back- 
ing would  enable  the  govern- 
ment to  push  ahead  with  Us 
plan  to  recapitalise  up  to  70 
private  and  state  banks 
without  sharply  worsening 
the  budget  deficit. 

Indonesia  set  ‘ aside 
Rp34,000bn  ($3-9bn)  for  the 
coming  Baal  year  for  inter- 
est payments  on  some 
Rp250.000bn  in  government 
bonds,  including  Rpl8,000bn 
from  the  budget  and 


Rpl6,oootm  from  sales  of  gov- 
ernment assets. 

However,  this  must  aisp  to 
pay  for  tiqmdztion  of  ™wtoi 
that  are  not  eligible  for  the 
recapitalisation  plan, 
because  the  government 
guaranteed  all  hank  liabili- 
ties a year  ago  to  halt  a rush 
on  the  banks:  • • 

Many  economists  .liter  the* 
allocation  comes  nowhere 
near  the  funding  needed  for 
t*to*apttflU4?Kr|Tii  let  alftrtp  liq- 
uidation as  wed. 

The  government  ' has 
delayed  derisions  on.  the 
interest  rite  and  on  recapi- 
talisation and  closure  of 

unfit  hanks,  HospitP  CODCertL 

that  most  hanks  are  sinking 
under  bad  loan  portfolios 


and  negative ' . interest 

spreads:  The  latest-  deadfine 

. is  for  February  27:  - - 

It  Is  far  from  clear  whether 
a tiwy  of  positibn  at  the 
ADB  and' the  World  Bank 
would  come  in r time.  , or 
whether  they  would.  - back  a 
recapitalisation  scheme  that 
has  been  controversial  from 
fire  start.  : ‘ 

Mr  Nishimpto  toe  pro- 
gramme "should  he  dryable* 
but  acknowledged  toe  bud- 
get constraints.. 

He  said  - the  ADB  had 
a bond  Issue  by  toe 
Philippines  power  utility  and 
a loan  to  a private  Thai 
hank;  but  never  a sovereign 
-bond.  “That  is  a very  sensi- 
tive issue,”  he  added. 


COMPETITION  RULES  TRADITION  OF  AWARDING  EXCLUSIVE  LICENCES  DUE  TO  DISAPPEAR 

New  law  set  to  ban  monopolies 


By  Sander  Thoenee 

Indonesia’s  parliament  is  set 
today  to  ban  monopolies  and 
unfair  competition,  breaking 
with  some  of  toe  worst  eco- 
nomic distortions  of  former 
president  Suharto's  rule. 

Representatives  of  the  four 
groups  in  the  parliament 
have  already  agreed  to  a 
draft  law  that  would  limit  an 
enterprise  to  a SO  per  cent 
market  share  and  restrict 
any  group  of  two  or  three 
collaborating  companies  to 
75  per  cent 

Vertical  integration,  a pop- 
ular practice  among  Indones- 
ia's conglomerates,  would  be 
banned  if  an  Independent 
Commission  for  Supervision 
of  Competition  ruled  that  it 
would  hinder  fj-gg  competi- 
tion or  “cause  loss  to  the 
people". 

The  draft  law,  the  first 


ever  to  be  initiated  by  Indon- 
esia’s parliament,  would  end 
a long  tradition,  established 
by  Mr  Suharto,  of  awarding 
exclusive  trade,  import  and 
distribution  licences  to  min- 
isters* close  friends  and  rela- 
tives. 

Mr  Suharto  agreed  to  can- 
cel some  of  the  more  obvious 
privileges,  such  as  his  son's 
dove  trading  monopoly,  in 
an  agreement  with  the  Inter- 
national Monetary  Fund  last 
year.  ' 

The  final  draft  was  signifi- 
cantly watered  down,  -how- 
ever, In  part  because  the 
World  Bank  and  western 
governments  objected"  :to 
plans  to  ban  verticil  integra- 
tion altogether  and  limit 
market  share  to  SO  per  cent, 
which  would  have  been 
among  the  world's  toughest 
limits.  Tough  prison  terms 
were  changed  to  fines. 


Jusuf  Tallb,  one  of  34 
members  of  parliament  who 
drafted  the  low,  said  the  ear- 
lier draft  "wbiild  have  made 
the  investors,  particularly 
foreign  investors,  hesitant  to 
invest". 

The  law  would  only  come 
into  force  after  18  months,  to 
give  dominant  companies 
such  as  Indofood,  the  verti- 
cally Integrated  noodle 
maker  which  holds  more 
than  89  per  cent  of  toe-mar- 
ket, time  to  ahed^  businesses. 

Even  at  50-75  per  cent,  the 
restriction  on  market  share 
remained  _ controversial. 
"Putting  such  limits  is  a mis- 
take.^'saidThee  Kian  Wie,  a 
prominent  economist.  “In 
other  countries,  anti-monop- 
oly laws  do  not  focus  on 
market  share  hut  on  com- 
pany behaviour,  such  as 
blocking  markets.  There  is 
no  need  to  limit  market 


share  as  long  as  businesses 
can  engage,  in  fair  competi- 
tion.” ' • ‘ 

"No  matter  the  percent- 
age. tire  iiwittatinm  is  a good 
thing,"  countered  Arif  Arry- 
man,  a consultant-  “In  a 
transitional  economy  like 
ours,  we  need  a legal  instru- 
ment" for  creating  healthy 
and  competitive  markets." 

Parliament  : has  - been 
unusually  productive,  adopt- 
ing laws  an  famidng,  politi- 
cal parties  and  elections.  It 
is  deliberating  laws  on 
granting  independence  to 
the.central  bank,  decentrali- 
sing government  and  reform- 
' log  the  tfi  arafl  gas  industry. 

Implementation  has  never, 
been . Indonesia's  -strength, 
however.  "The  weakness  is 
not  in  the  law,"  Mr  Tallb 
said.  "It  is  behind  the  law: 
the  bribes,  toe  corruption.  It 
•te  a matter  of  mentality" 


PoCcp  In  Sirabaya,  Indonesia's  8acond  city,  uee  water  cannon  to  cfcpei»1houmncfe  ofworkere  proteating  over  pay  yesterday  Reuters 


Call  to  guard 
Taiwan  interests 


By  Mure  Dickie  in  Taipei 

Lee  Teng-hui,  Taiwan’s 
president,  has  underlined 
the  political  gulf  between 
the  island  and  mainland 
China,  with  local  newspa- 
pers quoting  him  as  calling 
for  stronger  efforts  to  safe- 
guard Taiwanese  interests. 

'Taiwan  is  Taiwan,”  news- 
papers quoted  Mr  Lee  as  tell- 
ing a lunar  New  Year  gath- 
ering in  his  home  town.  The 
Liberty  Times  quoted  him  as 
saying  It  was  clear  that 
Taiwan  was  a sovereign  and 
independent  nation. 

Such  rhetoric  raises  hack- 
les in  Bejjibg,  which  consid- 
ers Taiwan  an  integral  part 
of  China  and  has  threatened 
to  Invade  if  tt  declares  for- 
mal independence.  Zhu 
Rongji,  the  Chinese  premier, 
this  week  used  a New  Year 
address  to  renew  calls  for 
reunification  talkn. 

Mr  Lee  said  the  resump- 
tion of  cross-strait  talks 
should  not  result  in  argu- 


Lm  Tang-hut  determined  to 

see  that  Taiwan  stays  Taiwan - 

meat  with  the  mainland,  but 
Taiwan  should  continue  to 
strengthen  efforts  to  secure 
its  rights,  the  United  Daily 
News  reported. 

Mr  Lee's  comments  follow 
a series  of  disputes  that  have 
threatened  the  fragile  rap- 
prochement between  Beijing 
and  Taiwan. 


cannot 
try  civilians’ 


By  Farban  Bokbari  to  Islamabad 


The  Pakistan  government 
yesterday  Buffered  a signifi- 
cant setback  in  Its  campaign 
to  quell  ethnic  violence  in 
Karachi,  after  the  supreme 
court 'ruled  that  military 
courts  could  not  try  civil- 
ians. 

Nawaz  Sharif,  prime  min- 
ister, ordered  establishment 

of  toe  military  courts  in  the 
southern  province  of  Sindh 
last -November  to  stem  wors- 
ening lawlessness  .caused  by 
cbntinpniu;  InfighHng  among 

rival  ethnic ; groups.  The 
move  was  semi  as  a key  mea- 
sure to  restore  business  con- 
fidence m the  southern  port 
city  of  Karachi. 

Recently,  the  government 
had  said  that  -similar  courts 
would  he  established  all  over 
the  cotintry  to  bolster  the 
fight  against  crime. 

' Senior  officials  defended 
the  courts  on . toe  grounds 
that  the  civil  judicial  system, 
notorious  for  corruption  and 
where  trials  sometimes 


go  on  for  years,  was  incapa- 
ble of  delivering  “quick"  jus- 
tice. Verdicts  from  the  mili- 
tary courts  were  subject  to 
only  one  appeal  before  a 
higher  military  court,  and 
could  not  be  challenged  in 
civilian  courts. 

- Human  rights  activists 
had  criticised  the  -courts  on 
the  grounds  that  they  went- 
against  fundamental  civil 
liberties,  taking  away  .toe 
right  of  defence  from  civit 
ians  under  triaL 

A panel  of  seven  judges 
'ruled  that  the  ^military 
courts  for  the  trial'  of  civil- 
ians" were  "unconstitu- 
tional, -without-  lawful 
authority  and-of  no  legal 
effect". 

Analysts  and  businessman 
said  the  ruling  would  inevi- 
tably be  seen  as  one  that 
would  weaken  the  govern- 
ment's hand  and  increase, 
pressure  for  new  legislation.. 

■ Mr  Sharif  has.  been  critic- 
ised for  ignoring  parliament 
and  running  government 
through,  executive  orders.1 


Pakistan 
may  be 
warning 


investors 


ByfitewtUicB, 
Capftd  Markets  E£tor 


International  bond  investors 
have  been  living  a charmed 
life.  if  the  Paris  Club  of 
creditors  succeeds  in  per- 
suading Pakistan,  to  resched- 
ule its  international  bond 
payments,  toe  charm  could 
quickly  drain  away. 

. While  their  .counterparts 
in  the  syndicated  loan  mar- 
kets have  been' compelled  to 
undergo  countless  rounds  of 
negotiation  to  restructure 
ftinwrgijig  market  debt  over 
the  last-20  years,  bonds  have 
generally  betel  exempt  from 
the  process.  ' 

The  rescheduling  of  Latin 
America’s  syndicated  debt 
liabilities  in  the  1980s  took 
almost  10  years  to'  complete 
and  caused  many  a-  banker 
to  go  prematurely  grey. 
Bond  holders,  however,  were 
let  off  the  hook  chiefly 
because  their,  holdings  were 
inlhuscule  compared  with 
what  was  owed  to  the  banks. 

Since  the  mid-1990s,  all 
this  hak  changed.  Led  by  the 
Latin  Americans  and  more 
recently  countries  such  as 
Russia.  Turkey,  Korea  and 
the  Philippines,  emerging 
markets  have  increasingly 
bypassed  the  banks  and 
turned  to  the  bond  markets 
as  an  alternative  source  of 
capital.-  This  means  that 
bond  investors  are  highly 
unlikely  to  be  exempt  from 
future  debt  rescheduling 
arrangements. 

Many  in  the  bond  markets 
believe  that  the  Paris  Club  is 
using  its  demand  that  Pakis- 
tan reschedule  its  interna- 
tional bonds  as  . a "dress 
rehearsal"  for  an  equivalent 
demand  on  Russia,  which 
has  Sl&4bn  of  outstanding 
eurobonds.  Under  its  “com- 
parability” clause,  any  Paris 
Club=  rescheduling  ‘must  be 
applied  to  other  creditors. 

' Unlike  loans,  which  are 
Typically  held  by  syndicates 
of  between  five  and  50 
hanks,  bonds  are  distributed 
to  thousands  of  unrelated 
investors.  If  the  bond  was 
issued  in  a bearer  rather 
than  a registered  form,  most 
:df  thtee  investors  ^-are  likely 
to  be  anonymous. 

. . To  make  matters  worse, 
most  international  bonds 
have  clauses  which  require 
the  unanimous  approval  of 
investors  before  their  terms 
can  be  changed-  This  maitpg 
bond  restructuring  highly 
vulnerable  to  litigation. 

The  International  Mone- 
tary Fund  and  most  western 
governments  believe  that 
the  documentation  on  inter- 
national bonds  has  to  he 
changed  to  make  it  easier  for 
sovereign  borrowers  to 
restructure  their  obligations. 
Though  the  loan  markets  are 
hardly  a model  of  simplicity 
(or  speed),  most  proposals 
are  designed  to  make  bonds 
more  like  loans. 

Clifford  Hammers,  head  of 
the  International  Primary 
Market  Association  - the 
body  representing  the  inter- 
national bond  markets  - 
says  there  are  three  basic 
proposals.  "We- can  live  with 
some  of  them  but  others  are 
not  acceptable."  he  explains. 
"No  government  is  propos- 
ing^ legislate  any  changes, 
so  It  is  primarily  up  to  the 
market  itself.” 

The  most  sweeping  pro- 
posal is  to  introduce  “shar- 
ing” clauses  on  bonds,  which 
would  mean  that  any  pro- 
ceeds resulting  from  litiga- 
tion against  the  borrower 
must  be  distributed  equally 
between  all  the  creditors. 

Second,  the  G22  and  the 
G30  group. of  countries  have 
suggested  introducing 
“majority  action"  clauses  in 
bonds,  enabling  reschedul- 
ing to  ~take  place  with  a 
majority  .of,  say,  75  per  cent 
of  bond  holders  instead  of 
100  per  cent  on  most  existing 
international  bonds: 

Lastly,  trustees  should  be 
appointed  for  each  separate 
bond  issue  to  look  after  the 
Interests  of  the  creditors. 
"Having  a trustee  benefits 
both  the  borrower  and  the 
investor,"  said . Christopher 
Duffet,  managing  director  of 
Law  Debenture,  a trustee. 

“Prom  the  investor’s  point 
of  view,  you  have  a profes- 
sional representative  who 
can  negotiate  on  your  behalf 
and  from  the  borrower's,  you 
can  be  protected  from  mav- 
erick legal  action." 

Mr  Dammers  says  the  mar- 
ket opposes  the  sharing 
clause  but  would  consider 
the  suggestion  that  trustees 
should  he  appointed  to  sov- 
ereign bond  issues.  "We 
might  look  at  majority 
thresholds  of  95  per  cent  but 
not  much  tower."_he  said. 
But  there  was  tittle  sign  that 
any  of  foe  reforms  would  be 
adopted-soon:-'  - - 
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South  Africa  cuts  corporate  tax  rate 


£outti  Africa:  tiudgot  deficit 
ABapenwnaptfsop  1 - 


By  Greta  Steyn  n Cape  Town 

Trevor-  Mapuel,  the  South 
African  finance  minister, 
yesterday  announced  a sur- 
prise cut  in  the  corporate  tax . 
rate  from  85  per  cent  'to  30 
per  cent,  when  he  delivered 
his  1999/2000  budget  in  par- 
liament. 

With  a general  election 
due  in  May  and  the  economy 
in  recession,  Mr  Manuel  was 
not  expected  to  provide  any 
incentives  for  the  business 
community. 

The  tax  cut,  which  drew 
sharp  criticism  from  the  left, 
was  applauded  by  business 
people  but  failed  to  inspire 


the  Johannesburg  stock 
exchange  which  closed 
slightly  lower.  • 

The  bond  market  rallied, 
however,  as  Mr  Manuel 
announced  a lower  borrow- 
ing requirement  The  finance 
minister  also  signalled  a 
change  towards  a less  inter- 
ventionist industrial  policy 
when  he  said  the  govern- 
ment would  not  renew  spe- 
cial tax  incentives  aimed  at 
encouraging  investment  .in 
productive  capacity  when 
they  expire  on  September 
30. 

The  revenue  loss  com- 
bined with  the  cut  in  the 
company  tax  rate  would 


amount  to  R2J5bn  ($41 0m) 
which,  although substan- 
tial, was  regarded  as  a confi- 
dence-boosting gesture. 

Over  and  above  the  30  per 
cent  tax  on  protits.  South 
African  campaxtfea  have  .to. 
pay  a further  315  per  cent 
on  dividends  distributed,  to 
shareholders. 

With  the  election  in  mind, 
Mr  Mannal  announced  sig- 
nificant personal  income  tax 
cuts  far  low.  Income  earners, 
most  of  whom  are  members 
of  the  trade  , unions  which 
form  part  of  an  election  alli- 
ance with  the  ruling  African 
National  Congress  CANC). 

“Lessening  the  burden 


on  ordinary  working  people 
is  a key  objective  of  govern- 
ment. They  benefit  most 
bom' the  Changes  we  make 
today,  with  over  half  of  the 
relief  going  to  people  with 
incomes  of  less  than  B.70.Q00 
($11^00)  a year,”  Mr  Manuel 
said. 

Humphrey  . Khoza,  the 
'president  of  the  South  Afri- 
can chamber  of  business, 
said  business  welcomed  the 
reduction  in  the  company 
tax  rate,  but  regretted  the 
intention  not  - to  extend  tax 
concessions.  ■_ 

“This  Is  a positive 
move— There  Is  no  doubt  we 
have  to  bring  the  level  erf  tax 


Cape  Town’s  dispossessed  seek  to 
erase  the  scars  of  apartheid 

60,000  people  lost  their  homes  when  the  vibrant  multiracial  District  Six  was  obliterated 
by  the  white  regime.  Victor  Mallet  reports  on  an  attempt  to  undo  the  damage 

Nopr  Ebrahim  indicates  mer.  residents  want  to  return  finalised  by  the  end  of  1999.  liberals  of  Cape  Town.  Be 
the  spot  where  he  once  to  District  Six  and  rebuild  it  “The  Challenge  in  District  the  government  built  th 
lived  in  247  Caledon  with  the  hdn  of  the  African  Six  Is  to  integrate  the  restl-  hue*?  Teehnihon  and  som 


Street,  next  to  St  Mark’s 
Church  between  Table 
Mountain  and  the  sea.  There 
Is  nothing  to  show  there  was 
ever  a street  here,  let  alone  a 
house.  He  is  pointing  at  the 
paved  surface  of  a car  park 
at  the  new  Cape  Technikon.. 

Mr  Ebrahim  lived  in  Dis- 
trict Six,  a name  that  was.  to 
become  a symbol  of  the 
lunacy  of  apartheid. 'In  1966. 
the  government  declared 
this  teeming,  poverty-ridden, 
multiracial  district  at  the 
heart  of  Cape  Town  to  be  a 
“white  area"  under  the 
Group  Areas  Act 

Over  the  next  decade, 
about  60.000  people  - Mos- 
lems, Christians,  blacks, 
"coloureds’*.  Jews,  mer- 
chants, gangsters,  teachers, 
children  - were  moved  and 
their  homes  and  shops 
demolished.  Only  a few 
mosques  and  churches  were 
left  standing,  isolated  amid 
the  rubble,  spared  by  a 
bizarre  apartheid  ethic  that 
respected  religion  but  perse- 
cuted congregations.  Much 
of  the  wasteland  that 
remained  is  still  an  embar- 
rassing scar  In  the  middle  of 
the  city. 

With  apartheid  now  ended. 
Mr  Ebrahim  and  other  for- 


mer. residents  want  to  return 
to  District  Six  and  rebuild  it 
with  the  help  of  the  African 
National  Congress  govern- 
ment - and  to  create  an 
example  that  might  be  fol- 
lowed by  other  dispossessed 
South  African,  communities. 

“We  are  coming  back,” 


finalised  by  the  end  of  1999. 

“The  Challenge  in  District 
Six  Is  to  integrate  the  resti- 
tution process  with,  urban 
development,”  says  Derek 
Hanekom,  the  minister 
responsible  for  agriculture 
and  land  reform.  “By  the  end 
of  this  year  I feel  confident 


says  Mr  Ebrahim.  55.  “Hope-  well  have  dealt  with  the  Dis* 
fully  they  will  start  budding  trlct  Six  claim.” 


again  in  two  or  three  years.” 
- Mr  Ebrahim,  whose  Indian 
grandfather  married  a Scot- 
tish woman,  watched  his 


But  land  restitution  is  not 
proving  easy  to  manage 
either  in  District  Six  or  in 
the  rest  of  the  country. 


‘It  was  a place  where  people  cared  for 
each  other  and  colour  didn’t  matter1 


house  being  bulldozed  in 
1975.  He  now  works  at  the 
District  Six  museum.  “It  was 
a place  where  people  loved 
and  cared  for  each  other  and 
colour  didn’t  matter.”  he 
says.  “We  were  a threat  to 
the  apartheid  government 
because  we  proved  that  liv- 
ing together  could  work.” 
Former  residents  were 
jubilant  when  an  outline 
agreement  to  redevelop  the 
area  was  signed  last  Septem- 
ber by  the  District  Six  Bene- 
ficiary Trust,  the  Depart- 
ment of  land  Affairs  and  the 
City  of  Cape  Town.  All  three 
groups  want  building  plans 


About  3.5m  people  were 
moved  from  their  homes 
under  the  Group  Areas  Act. 
Out  of  63,455  claims  lodged 
nationwide  between  the 
ANC’s  coming  to  power  in 
1994  and  the  deadline  at  the 
end  of  last  year,  only  31  have 
so  far  been  settled. 

The  2,400  claims  received 
for  District  Six  demonstrate 
some  cf  the  problems.  Unlike 
the  equally  vibrant  Sophla- 
town  area  of  Johannesburg 
- which  was  resettled  by 
whites  and  renamed  Trioxnf 
(Triumph)  - property  in  Dis- 
trict Six  was  largely 
shunned  by  the  embarrassed 


down  in  South  Africa,"  said 
Leslie.  Boyd,  chairman  of 
High  veld  Steel  & Vanadium. 

Mr  Manuel  resisted  the 
temptation  to  buy  votes,  cut- 
ting non-interest  expendi- 
ture in  real  terms.  When 
Interest  is  included,  overall 
spending  Is  budgeted  to  rise 
about  6 per  cent  in  the  1999/ 
2000  fiscal  year,  compared 
with  a projected  inflation 
rate  of  5.5  per  cent 

Mr  Manuel  announced  a 
special  allocation  of  Rlbn  for 
poverty  relief  and  job  cre- 
ation, which  would  partly  go 
toward  community  based 
public  works  programmes. 
There  was  pressure  on  him 


to  take  some  action  to  allevi- 
ate South  Africa’s  unemploy- 
ment rate,  which  is  esti- 
mated at  38  per  cent 

“This  is  not  an  election 
budget.  But  it  is  a good  news 
budget  and  it  demonstrates 
policy  consistency."  Mr  Man- 
uel said. 

Policy  consistency  was 
apparent  from  further  reduc- 
tion in  the  budget  deficit, 
which  has  fallen  from  a peak* 
of  about  10  per  cent  in  the 
1993/94  fiscal  year,  before  the 
ANC  came  to  power,  to  a 
budgeted  3J>  per  cent  in  the 
1999/2000  year. 

Mr  Manuel  was  able  to 
reduce  the  deficit  and  give 
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tax  relief  because  of  substan- 
tially improved  revenue  col- 
lection. More  efficient  tax 
collection  has  yielded  sur- 
prising revenue  gains, 
resulting  In  a revenue  over- 


95/6  97/8  99/2000 


run  in  the  last  fiscal  year 
despite  the  unexpected  eco- 
nomic slowdown.  Mr  Manuel 
expects  the  gains  from  more 
efficient  collection  to  con- 
tinue in  the  new  fiscal  year. 


liberals  of  Cape  Town.  But 
the  government  built  the 
huge  Technikon  and  some 
whites  did  buy  homes,  leav- 
ing only  about  a third  of  the 
original  area  vacant. 

The  previous  government 
also  erased  the  original  grid 
of  town  streets  by  building 
new  roads.  And  the  inhabit- 
ants - scattered  all  over  the 
Cape  peninsula,  “coloureds” 
to  bleak  and  distant  suburbs 
such  as  Mitchell's  Plain, 
blacks  to  black  townships, 

Trutiana  tO  Inriinn  areas  and 

whites  to  white  ones  - do 
not  always  agree  on  what 
should  be  dime.  . , 

For  all  the  romanticised 
memories  of  the  community 
spirit  of  District  Six,  there 
are  inevitably  . disputes 
between  political  factions, 
religious  groups  and  even 
between  generations  of  the 
same  family.  To  make  mat- 
ters still  more  complicated 
for  the  District  Six  Land 
Claims  unit  trying  to  pro- 
cess the  applications,  ten- 
ants and  sub-tenants  are 
granted  almost  equal  restitu- 
tion rights  under  the  law  as 
property  owners,  and  many 
of  those  owners  were  absen- 
tee landlords. 

Of  the  2,400  claims,  only  20 
have  so  far  been  investigated 
and  prepared  for  settlement 
Rhoda  Kadalie,  head  of  the 


A group  of  youths  dear  Modes  from  the  rubble  of  a house  buMdomd  by  the  apartheid  government  In  1980 


unit,  reckons  it  will  take 
another  two  years  to  com- 
plete the  rest.  “There  are  so 
many  anomalies  that  they 
become  the  rule  rather  than 
the  exception  to  the  rule,” 
she  says. 

All  the  protagonists  agree 
that  the  best  way  to  rebuild 
District  Six  is  for  claimants 
- except  those  who  will 
accept  financial  compensa- 
tion or  alternative  land  else- 
where - to  sign  over  their 
rights  to  a trust,  which  can 


then  organise  a coherent 
plan  to  develop  affordable 
boosing. 

There  is  also  agreement 
that  the  sooner  land  restitu- 
tion is  carried  out.  the  more 
likely  it  is  that  the  govern- 
ment - still  firmly  commit- 
ted to  righting  the  wrongs  of 
the  apartheid  era  - will  be 
prepared  to  pay.  “This  must 
come  from  the  national  cof- 
fers," says  Terence  Frede- 
ricks. one  of  the  leaders  of 
the  Beneficiary  Trust  “The 


longer  it  drags  on  the  less 
money  will  be  available." 

South  Africans  are  anx- 
ious to  avoid  the  experience 
of  Zimbabwe,  where  race 
relations  since  Independence 
In  1980  have  been  soured  by 
long  delays  in  land  reform, 
shortages  of  funds  and  con- 
troversial government 
decrees  announcing  immi- 
nent land  seizures  from 
white  farmers.  Mr  Hanekom 
says  he  thinks  all  South 
African  land  restitution 


claims  can  be  resolved 
within  10  years. 

That  might  be  optimistic, 
but  if  the  development  of 
District  Six  succeeds  it  could 
show  the  way  for  the  rapid 
settlement  of  other  urban 
claims.  Mr  Ebrahim  will 
never  get  his  house  back,  or 
even  a new  house  exactly 
where  the  old  one  was.  But 
at  least  he  might  be  able  to 
live  in  the  place  where  he 
was  born,  between  the 
mountain  and  the  sea. 
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Obasanjo  picks 
northerner  as 
running  mate 


By  WHIiam  WaBb  in  Lagos 

Atiku  . Abubakar,  a 
prominent  politician  from 
northern  Nigeria  and  the 
inheritor  of  one  of  the  most 
effective  political  machines 
in  the  country,  was  named- 
yesterday  as  running  male 
to  the  funner  military  ruler, 
Olusegun  Obasanjo.  in  presi- 
dential elections  in  1U  day's 
time. 

A former  customs  chief 
from  the  Fulaui  ethnic 
group,  he  originally  went 
into  the  electoral  process  at 
state  level,  winning  the  seat 
□f  governor  in  the  north 
eastern  province  of  Ada- 
mawa. 

But  the  role  he  has  played 
in  galvanising  support 
within  the  People's  Demo- 
cratic Party  for  Gen  Oba- 
sanjo's  candidacy  has  pro- 
pelled him  into  the  front  line 
for  the  presidential  elections. 

The  February  27  poll  is  the 
last  stage  m a transition  to 
elected  rule  which  should, 
by  May,  establish  a civilian 
government  in  Africa's  most 
populous  state  for  the  first 
time  in  15  years. 

Unofficially.  Mr  Atiku 
inherited  leadership  of  the 
financially  buoyant  political 
network  led  by  the  late  Gen 
Musa  Wanton,  a powerful 
northern  general  who  was 
Gen  Obusanjo’s  number  two 

when  Ik*  ruled  between  1976 
and  1979. 

Gen  Va'ardua’s  popularity 
and  calls  for  a swift  end  to 
military  rule.- in  1995  led  to 
his  detention  and  later  death 
under  the  former  Abacha 
regime. 


With  regional  tensions 
running  higher  In  Nigeria 
than  they  have  been  since 
the  dvil  war  in  the  1960s,  a 
presidential  candidate  from 
the  south  must  double  up 
with  one  from  itoa  znore  pop- 
ulous north  to  stand  a 
ijhawwi  of  winning. 

While  Mr  Atiku  wffl  con- 
solidate existing,  support  for 
Gen  Obasanjq  in  the  north, 
he  is-  unlikely  to  help  him 
win  over  doubters  in  his  own 
region,  the  south-west  There 
and  elsewhere,  tbfcl-e  are 
fears  that  his  presidency 
would  represent  Httie  more 
than  a continuation  of  north- 
erodominated  military  rule 
in  a southern  civilian  guise. 

“We  think  it  takes  a 
retired  military  man  to  deal 
with  the  mtittaiy said  Mr 
AtUra,recwlfiStfi;  warning  that 
other  candidates  might  be 
unable  to  control  the  army 
during  the  delicate  transi- 
tion period. 

..This  kind  of  argument 
does  not  wash  among 
Nigeria’s  second  largest  eth- 
nic group  the  Yoruba,  in  the 
south-west  where  the  desire 
for  a dean  break  from  cor- 
rupt military  rule  is  most 
pronounced,  and  where  sup- 
port for  the  other  presiden- 
tial . contender,  former 
finance  minister.  Chief  Olu 
FSlae,  is  strongest. 

But  dissarray  and  divi- 
sions within  one  of  the  two 
parties,  the- All  People’s 
Party,  on  whose  platform 
Chief  False  is  standing,  is  i 
likely  to  be  a handicap.  With 
only  10  days  to  go  before  the 
elections,  there  Is  little  time 
for  repairs. 
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NEWS  DIGEST  ~ 

Oil  FOR  FOOD  PROGRAMME 

Iraq  oil  output  at  2m 
barrels  a day 

Iraq  has  pumped  oil  for  export  at  a rate  erf  more  than  2m 
barrels  a day  since  early  December,  raising  about  $1.23bn 
m revenues,  $407m  of  which  will  go  for  supplies  including 
food  and  medicines,  the  United  Nations  reported  last 
night  These  results  were  attained  despite  the  oil  industry’s 
degraded  infrastructure,  on  which  it  is  now  authorised  to 
spend  $300m  every  six  months  for  improvements.  Con- 
tracts approved  for  spare  parts  and  equipment  already 
exceeded  SI  96m  in  the  current  period,  the  UN  overseers 
said.  A new  contract  that  they  approved  was  for  a Pana- 
manian company’s  purchase  of  lm  barrels  of  Kirkuk  crude 
for  export  to  Europe.  The  increase  in  overall  sales  volume 
-was  attributed  to  “upward  adjustments”  in  several  con- 
tracts approved  earlier.  Low  oil  prices  and  the  poor  state 
of  its  facilities  has  prevented  Iraq's  meeting  a six  month 
goal  sat  by  the  UN  erf  S&26bn  m sales.  The  report  indi- 
cated some  relaxation  si  the  otf-for-food  programme,  with 
Only  about  100  contracts  now  waiting  approval  In  the  past 
week  alone,  imports  described  as  humanitarian  included 
combine  harvesters,  printing  materials,  electrical  spare 
parts,  a heavy  crane*,  lorries,  medical  books  and  pesti- 
cides. Michael  Littlejohns,  New  York 
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Annan  to  give  clarification 

Kofi  Arman,  United  Nations  secretary-generai,  is  to  write  to 
Libya  with  darffleattons  about  arrangements  for  the  trial  of 
two  suspects  in  the  1988  bombing  of.  a Pan  Am  aWner 
over  Lockerbie,  Scotland. 

At  Issue  is  the  handing  over  by  Libya  for  trial  before  a 
Scottish  court  in  the  Netherlands  of  two  suspects.  Libya 
confirmed  over  the  weekend  that  it  was  wilBng  to  extradite 
the  two  alleged  inteffigence  agents  for  trial  but  it  first 
requested  certain  wrfctsn  assurances. 

Mr  Annan  was  expected  to  tell  Lfeya  UN  monitors  could 
ensure  the  suspects  - Abdel  Basset  Afi  Mohamed  al-Me- 
grahi  and  Lamen  KhaBfa  Fhimah  - would  not  be  Interro- 
gated by  British  or  American  security  services. 

If  convicted,  they  would  have  the  right  to  appeal  to  a 
similar  Scottish  court  sitting  in  the  Netherlands  and,  if  they 
tost  their  appeal,  would  have  regular  access  to  Libyan 
consular  services  whBe  serving  their  sentence  at  Barfinnie 
jail,  near  Glasgow.  Reuters,  New  York 


UZBEKISTAN  BOfffilNfi  _ 

Security  tightened  in  Tashkent 

Soldiers  were  guarding  key  buflefings  in  Uzbekistan's  capi- 
tal Tashkent  yesterday  foHowing  bomb  attacks  that  killed 
at  least  15  people.  The  emergencies  ministry  said  the 
death  toil  from  Tuesday's  explosions,  which  President 
Isfam  Karimov  szad  were  an  assassfriation  attempt  an  him, 
rose  to  15  overnight  and  that-more  than  130  people  had 
been  hurt. 

A special  task  force  composed  of  interior,  security,  and 
defence  ministry  offices  had  been  set  up  to  find  out  who 
was  responsible  tor  the  bombings,  an  Interior  ministry  offi- 
cial told  Raters.  Some  government  buildings  in  the  city 
centre  were  barfly  damaged  aid  the  central  Independence 
Square  was  siffl  cordoned  off  by  pofice. 

Sobferc  guarded  eftfrarioes  to  tiie  headquarters  of  the 
Council  of  Ministers,  or  cabinet,  tfie  national  bank  and 
other  important  bugefings.  fteutora,  Tashkent 
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productivity.  New  Developments  in  car  reoffing  and  distribution  and  the  impact  of 
j.  grey  imports  on  the  new  and  used  car  market  will  also  be  examined. 
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FINANCIAL  TIMES 
Conferences 

London  Motor 

The  1 5th  Annual  FT  London  Motor  Conference 

14  May  1999 , Hotel  Inter-Continental,  London 

The  1999  FT  London  Motor  Conference  - the  15th  In  a highly  regarded  series  - will  address  the  key  issues  of 
productivity  and  competitiveness  In  the  UK  motor  industry.  Expert  speakers  will  consider  how  big  the  gap  is 
between  Britain  and  its  rivals  and  discuss  hqw  vehicle  and  component  manufacturers  can  achieve  greater 
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BRITAIN 


EXECUTIVE  SALARIES  GOVERNMENT  GIVES  COMPANIES  A LAST  CHANCE  TO  AVOID  EXCESS  AND  FAILS  TO  RULE  OUT  LEGISLATION 


Ministers  urge  shareholder  votes  on  pay 


ByJareMsrtBtson, 

Investment  Concspsodsit 

The  government  would  like 
“to  see  companies  choosing 
to  put  their  remuneration 
policy  to  an  annual  share- 
holder vote  to  facilitate 
accountability  and  transpar- 
ency”, Stephen  Byers,  chief 
industry  minister  says  in  a 
letter  to  the  Financial  Times 
today.  Legislation  has  not 
been  ruled  out,  he  says. 

Mr  Byers  is  attempting  to 
make  clear  the  government's 
disapproval  following  a 
stream  of  disclosures  of 


multi-million  pound  pay 
schemes  for  executives  at 
the  UK’s  biggest  companies. 

Hermes,  which  runs  the 
UK’s  biggest  pension  fund, 
has  called  for  executive  pay 
deals  to  be  independently 
audited  on  behalf  of  share- 
holders if  they  are  to  be  put 
to  a vote. 

Mr  Byers  says  that  compa- 
nies and  shareholders  have 

one  last  chance  to  avoid  pay 

excesses.  Be  would  “monitor 
the  forthcoming  round  of 
annual  general  meetings 
closely  for  evidence  of  a 
more  positive  and  responsi- 


ble approach  from  compa- 
nies and  shareholders",  the 
letter  says. 

Mr  Byers  did  not  rule  out 
lfrfrjuiatinn  to  enforce  annual 
votes  on  remuneration  and 
re-election  of  boards.  But  col- 
leagues said  the  more  likely 
route  was  an  amendment  of 
stock  exchange  rules. 

Peter  Butler,  corporate 
focus  director  of  Hermes, 
which  manages  more  than 
£30bn  ($49bn)  on  behalf  of 
the  British  Telecommunica- 
tions and  Post  Office  pension 
fund,  yesterday  welcomed 
the  idea  of  voting  on  pay. 


. But  he  named  that  annual 
votes  could  exacerbate  the 
trend  for  companies  to  pay 
consultants  to  justify  higher 
salaries.  Independent  advice 
in  the  event  erf  disagreement 
would  be  needed  to  allow 
shareholders  to  justify  their 
discontent,  he  said. 

Hermes  said  an  annual  re- 
election  of  directors  would 
encouraging  short-term 
behaviour.  Mr  Butler  said 
shareholders  could  currently 
call  for  an  extraordinary 
meeting  to  remove  directors 
if  they  gamer  enough  sup- 
port. 


Hermes  believes  that  the 
existing  system  on  executive 
pay,  in  which  companies  typ- 
ically outline  proposed 
changes  to  a handful  of 
shareholders  ahead  of  a vote, 
was  inefficient 

He  echoed  other  share- 
holders by  warning  that  the 
government's  plans  could 
increase  executive  pay 
rather  than  reduce  It. 

Companies  brought  in  con- 
sultants to  advise  on  pay  fol- 
lowing the  Greenbury  com- 
mittee report  in  1995.  This 
development  is  widely  cred- 
ited with  increasing  levels  of 


executive  pay  in  the  UK. 

While  institutional  inves- 
tor trade  bodies  have  sup- 
ported an  annual  vote  on 
pay,  few  support  the  idea  or 
yearly  re-election  of  direc- 
tors. 

Mr  Butlqr  called  for  a 
debate.  “We  really  have  the 
chance  to  do  something 
Innovative  here  and  to  stop 
a transfer  of  what's  going  on 
in  the  US,”  he  said.  Execu- 
tive pay  in  the  US  is  typi- 
cally much  higher  Mm"  in 
the  UK. 


Letters,  page  10 


Biotech  groups 
fear  backlash 
against  science 

Tine  pharmaceutical  sector  says  there  is  a 
danger  the  GM  hysteria  could  hit  medical 
research.  Clive  Cookson  and  David  Pilling 


GlobaF  area  of  transgenic  crops 
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Opponents  of  geneti- 
cally manipulated 
crops  often  seem  to 
direct  their  anger  at  the  bio- 
technology industry  as  a 
whole.  But  GM  plants  and 
food  represent  a small  pro- 
portion of  the  UK  biotech 
sector,  which  is  dominated 
by  pharmgcpiTtical  and  diag- 
nostics companies. 

Even  so,  the  whole  biotech 
industry  feels  threatened  by 
wbat  many  executives  see  as 
an  irrational  assault  on  sci- 
ence. 

“It  has  been  extremely  dif- 
ficult for  the  industry  to  get 
its  message  heard  at  all  over 
the  past  week.”  says  Aisling 
Burnand,  public  affairs 
director  of  the  Bioindustry 
Association.  “That  is  a con- 
cern to  all  our  members, 
who  are  afraid  of  a knock-on 
effect  on  other  areas,  includ- 
ing the  development  of  life- 
saving medicines.” 

John  Padfield,  chief  execu- 
tive of  Chiroscience,  a lead- 
ing UK  biopbarmaceutical 
company,  agrees.  “Using 
genetically  modified  organ- 
isms to  create  new  crops  or 


food  hag  the  same  scientific 
basis  as  using  GMOs  fo 
improve  human  health,”  he 
says.  “There  is  a crisis  of 
confidence  in  the  regulatory 
process,  which  we  do  not 
want  to  spread  into  the  med- 
ical field.” 

But  everyone  in  the  indus- 
try applauds  the  pro-GM 
stand  taken  by  Tony  Blair, 
the  prime  minister,  and 
other  senior  ministers.  “I 
feel  that  the  government 
does  very  much  understand 
us  and  supports  our  type  of 
business,"  Mr  Padfield 
explains. 

The  UK  biotech  sector 
includes  4H)  gmall  and  medi- 
um-sized  companies  employ- 
ing between  35,000  and  40,000 
people,  according  to  the  BIA. 
About  6^00  of  these  work  in 
agriculture  and  food  biotech- 
nology but  the  number 
employed  directly  on  GM 
crops  or  food  is  believed  to 
be  much  lower. 

Axis  Genetics  is  develop- 
ing GM  plants  for  use  as  edi- 
ble vaccines.  Iain  Cubitt 
chief  executive,  says  Axis 
would  not  be  hit  directly  if 
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i feel  that  the 
government  does 
very  much 
understand  us 
and  supports  our 
type  of  business’ 


the  UK  introduced  a five- 
year  moratorium  on  GM 
crop  planting  “because  we 
are  a fledgling  pharmaceuti- 
cal company  operating  in  an 
entirely  different  area”. 

The  UK  company  with 
most  at  stake  is  Zeneca,  the 
life  sciences  group,  which 
introduced  clearly  labelled 
GM  tomato  paste  into  Safe- 
way and  Sainsbury  super- 
markets in  1906.  Its  GM 
tomatoes  are  grown  in  Calif- 
ornia but  the  crop  could  be 


transferred  to  Spain  or  Italy 
next  year,  given  regulatory 
approval. 

Michael  Pragnell,  chief 
executive  of  Zeneca  Agro- 
chemicals, said  the  compa- 
ny's next  big  launch  would 
be  GM  bananas,  grown  in 
the  Caribbean  to  resist  fun- 
gal disease.  But  they  would 
not  reach  the  European  mar- 
ket untfl  2003.  Zeneca  also 
has  limited  field  trials  of  GM 
oilseed  rape  and  sun- 
flower in  the  UK  and  else- 
where in  Europe. 

Other  international  blo- 
sdence  companies  - notably 
Monsanto  of  the  US,  Novar- 
tis of  Switzerland  and 
AgrEvo  of  Germany  - have 
moved  into  mainstream  GM 
crops  such  as  soya,  maize 
and  cotton  - much  more 
aggressively. 

Mr  Pragnell  is  mildly  criti- 
cal of  their  approach.  The 
debate  bas  not  been  as  well 
informed  as  it  needs  to  be,” 
he  says.  “The  case  has  not 


been  put  forward  dearly  by 
those  who  marketed  the 
early  products.” 

He  points  out  that  a uni- 
lateral UK  ban  on  GM  crops 
would  contravene  EU  rules. 
“[A  ban]  would  encourage 
the  emigration  of  science 
and  companies  * Mr  Pragnell 
said 

In  Germany,  public  opposi- 
tion to  GM  crops  does  not 
extend  to  biotechnology  as  a 
whole.  Germans  draw  a clear 
distinction  between  “red  bio- 
tech” applied  to  human 
health  and  “green  biotech” 
used  to  engineer  crops. 

No  such  distinction  was 
made  until  the  early  1990s 
and  lobbying  by  the  Green 
party  forced  big  pharmaceu- 
tical companies,  such  as 
Bayer  and  Hoecbst,  to  locate 
their  genetic  engineering 
facilities  outside  Germany. 
But  opinion  has  shifted, 
partly  as  a result  of  high 
unemployment,  particularly 
among  academic  scientists. 


Tobacco 
groups 
urged  to 
explain 
additives 


By  Staon  Bocfcby, 

Social  Affaire  Correspondent 


CROP  RESEARCH  LIFE  SCIENCES  GROUP  TO  OPPOSE  UNILATERAL  BRITISH  ACTION 


Monsanto  may  take  case  to  Brussels 


By  David  WigMon 
and  John  WHbnan 

Monsanto,  the  US  life 
sciences  group  at  the  centre 
of  controversy  over  geneti- 
cally modified  crops,  said 
yesterday  it  would  resist  any 
attempt  to  impose  a morato- 
rium on  the  development  of 
GM  foods  in  the  UK. 

The  company,  fined 
£17,000  (528,000)  yesterday 
for  a breach  of  safety  regula- 
tions at  a test  site  for  geneti- 
cally modified  oilseed  rape, 
said  it  would  challenge  uni- 
lateral British  action  in 
Brussels. 


Earlier  Michael  Meacher, 
environment  minister,  said 
the  government  was  pre- 
pared to  delay  the  commer- 
cial planting  of  GM  crops  in 
the  UK,  due  to  start  next 
year.  He  said  approval  would 
depend  on  research  on  the 
impact  of  GM  crops  on  the 
environment 

The  opposition  Conserva- 
tive party  claimed  Mr 
Meacher’s  comments  were  a 
victory  for  its  campaign  for 
a moratorium.  John  Red- 
wood, the  party’s  chief 
industry  spokesman,  said 
that  if  commercial  planting 
was  pushed  back  to  spring 


2002  it  would  be  “getting 
very  close”  to  a three-year 
moratorium.  “It  is  clear  they 
have  been  shaken  by  tbe 
magnitude  of  the  public 
reaction,”- he  said. 

The  government  insisted 
that  it  had  not  altered  its 
position  and  pointed  out  that 
a moratorium  would  prevent 
the  field -scale  trials  needed 
to  assess  the  impact  on  the 
environment. 

Mr  Meacher's  statement 
followed  the  publication  of  a 
leaked  briefing  paper  from 
the  government’s  environ- 
ment department  listing  con- 
cerns raised  by  various 


groups  about  tbe  use  of  GM 
crops. 

Produced  by  the  depart- 
ment’s biotechnology  unit, 
tbe  list  included  the 
long-term  effects  on  biodiv- 
ersity and  worries  that  wide- 
spread commercial  use  could 
hit  certain  wildlife  species. 

Mr  Meacher  denied  accusa- 
tions the  paper  bad  been 
suppressed  and  said  a report 
addressing  the  issues  raised 
in  it  would  be  published 
today  by  his  department's 
Advisory  Committee  on 
Releases  to  the  Environ- 
ment 

Magistrates  at  Caistor  in 


north-east  England  fined 
Monsanto  after  it  admitted 
foiling  to  maintain  a border 
around  its  test  site  to  stop 
the  transfer  of  pollen  from 
tbe  herbicide-resistant  rape 
to  surrounding  plants. 

• An  ethical  investment 
research  group  launched  a 
new  service  yesterday 
designed  to  identify  compa- 
nies involved  in  genetic  engi- 
neering. Ethical  Investment 
Research  Service  has  devel- 
oped benchmarks  that  can 
be  used  by  investors  to 
screen  out  undesirable  com- 
panies based  on  their  use  of 
genetic  modelling. 


Competition  warning  over  tax  crackdown 


By  Jim  Kelly  bi  London 

The  government’s 
crackdown  on  companies 
using  a legal  loophole  to 
avoid  paying  stamp  duty  win 
add  costs  to  British  industry 
and  make  it  less  competitive 
in  tbe  global  market,  accord- 
ing to  KPMG,  the  accoun- 
tancy firm.  Stamp  duty  is  a 
tax  on  transfers  of  shares 
and  securities. 

The  loophole  has  recently 
resulted  in  the  loss  of  $lJ2bn 
in  tax.  KPMG  said,  in  the 
first  reaction  to  the  Inland 
Revenue's  blocking  of  the 
loophole:  "The  key  effect  is 


to  impose  a significant  new 
transaction  cost  on  many 
UK  companies." 

The  Revenue  took  action 
after  BP  and  Amoco  used  the 
loophole  - a legal  technical 
device  - to  avoid  paying 
$800m  in  tax  on  their 
merger.  Astra  and  Zeneca, 
and  Vodafone  and  Airtouch 
plan  to  use  the  device  and 
will  probably  escape  the 
crackdown  as  the  deals  are 
already  far  advanced. 

“This  does  not  sit  well 
with  the  fact  that  global 
stock  exchanges  are  becom- 
ing increasingly  Interlinked 
and  the  continued  existence 


of  stamp  duty  is  a significant 
disincentive  to  listing  shares 
in  London,"  said  Robert  Tur- 
bull.  tax  partner.  “Signifi- 
cant tax  costs  can  destroy 
the  economics  of  a merger 
and  can  leave  buyers  from 
other  countries  free  to  pur- 
sue the  target  without  incur- 
ring a similar  tax  burden." 

Patricia  Hewitt,  a senior 
Treasury  minister,  in  effect 
changed  the  law  from  mid- 
night on  January  31  - prom- 
ising legislation  in  next 
month’s  Budget  - to  protect 
projected  1998-99  revenues  of 
£2.4bn  accrued  from  stamp 
duty  reserve  tax. 


The  loophole  allows  com- 
panies to  avoid  SDRT  - lev- 
ied at  1.5  per  cent  - on 
bearer  shares  denominated 
in  a foreign  currency  and 
held  in  a depositary  or  clear- 
ance system. 

SDRT  catches  transactions 
that  would  otherwise  avoid 
stamp  duty. 

KPMG  also  warned  that 
the  proposed  change  could 
break  the  spirit  of  EU  law  in 
that  it  discriminates  against 
some  companies  depending 
on  where  they  are  based  in 
the  EU. 

"Existing  UK  law  contains 
an  exemption  from  the 


charge  where  a UK  company 
is  taken  over.  Where  the  tar- 
get company  is  foreign  it  is 
odd  that  there  should  be  a 
charge,”  said  Mr  TurnbuIL 
The  firm  said  the  govern- 
ment prepared  legislation 
nine  years  ago  to  abolish 
stamp  duty  on  the  transfer 
of  shares  and  securities  in 
preparation  for  electronic 
share  trading  in  London.  “It 
is  paradoxical  that  the  Reve- 
nue is  increasing  the  stamp 
duty  burden  whilst  there 
still  exists  enabling  legisla- 
tion introduced  nearly  nine 
years  ago  to  abolish  it,"  it 
added. 


The  government  yesterday 
delighted  anti-smoking  cam- 
paigners by  demanding  the 
tobacco  industry  explain  its 
use  of  op  to  600  additives  in 
cigarettes.  There  are  con- 
cerns that  some  are  designed 
to  increase  the  addictive 
properties  of  nicotine. 

A letter  from  medical  offi- 
cials at  the  Department  of 
Health  to  David  Swan,  chief 
executive  of  the  Tobacco 
Manufacturers'  Association, 
said  the  government  has 
“concerns  regarding  the  pur- 
pose of  additives  in  ciga- 
rettes” and  called  on  the 
industry  to  justify  their  use. 
The  letter  was  sent  last 
December  but  leaked  yester- 
day. 

Concerns  include  tbe  use 

Of  alkalis,  such  as  ammonia 

to  increase  the  flow  of  nico- 
tine to  the  smoker  and  the 
fear  that  cocoa  is  used  in 
cigarette  production  to  “ease 
the  initiaHon  of  new  smok- 
ers to  the  product".  The  let- 
ter also  expressed  concern 
about  the  use  of  additives 
such  as  menthol,  which  may 
be  “suspected  of  facilitating 
inhalation”  by  numbing  the 
throat 

The  government  bas 
agreed  a list  of  up  to  600 
permitted  additives,  which 
was  last  updated  in  March 
1997,  as  part  of  a voluntary 
agreement  with  the  indus- 
try. 

The  health  department 
last  night  confirmed  it  had 
asked  the  industry  to 
respond  to  various  questions 
about  additives.  “There  is 
rigorous  Scientific  examina- 
tion of  permitted  additives. 
The  presence  of  additives 
has  contributed  to  the  lower- 
ing of  tar  levels  but  obvi- 
ously we  would  rather 
people  gave  up,”  it  added. 

However,  anti-smoking 
campaigners  seized  on  the 
letter  to  press  their  case  for 
additives  that  which  make 
cigarettes  bum  longer  to  be 
banned,  and  yesterday  called 
for  tighter  regulation.  Clive 
Bates,  director  of  Action  on 
Smoking  and  Health,  said: 
“The  current  tobacco  regula- 
tions are  ineffective  and 
probably  doing  more  harm 
than  good.” 

Tbe  Tobacco  Manufactur- 
ers Association  said  95  per 
cent  of  products  are  entirely 
free  from  additives,  griding- 
“We  don’t  target  children 
with  any  form  of  tobacco 
products. 

“Any  additives  used  in 
tobacco  products  made  or 
imported  into. this  country 
have  been  approved  by  the 
government  and  are  within 
the  limits  permitted  by  tbe 
government.” 

A coalition  of  anti-smok- 
ing groups  recently,  sent  a 
letter  outlining  their  objec- 
tions to  Tessa  Jowell,  the 
public  health  miiyster. 


Petrol  retailing  industry  braced  for  internal  combustion 


Consolidation  might  be  on  the  agenda  as 
competition,  rising  duties  and  tow  margins 
make  life  difficult.  TTiorold  Barker  reports 


Patrol  retailers  in  the  UK 
have  raised  pump  prices 
during  the  past  18 
months  though  the  cost  of 
refined  petrol  has  fallen 
sharply.  But  margins  have 
remained  thin. 

Tbe  industry  bas  agreed  to 
hand  out  15m  leaflets  on 
garage  forecourts  to  remind 
drivers  that  prices  are 
largely  driven  by  govern- 
ment duties  and  value  added 
tax.  “What  people  seem  to 
forget  is  that  85  per  cent  of 
the  money  from  a litre  of 
petrol  goes  to  the  chancellor. 
Tax  increases  alone  will 
keep  adding  about  4%p  a 
year  to  the  price,"  says 


James  Frost,  chairman  of 
Save  Group,  the  biggest 
independent  operator  which 
runs  more  than  400  outlets. 
“That  more  than  offsets  any 
foil  in  the  price  of  buying 
petrol  from  refineries." 

Save  recently  revealed  it 
made  no  profits  In  the  final 
quarter  of  1998  because  of 
fierce  competition  from 
supermarkets  and  big  oil 
companies. 

Pricing  has  been  very  com- 
petitive since  the  oil  leaders 
decided  to  match  the  super- 
markets in  1996.  The  ensuing 
price  war  slowed  the  super- 
markets' rapid  gains  in  mar- 
ket share  - they  now  have 


about  22  per  cent  - but  is 

believed  to  have  cost  Esso 
alone  up  to  £200m  (g326m)  in 
one  year. 

“Margins  have  never 
recovered."  says  Mike  Harle, 
Shell  UK  marketing  man- 
ager. “They  are  still  well 
short  of  offering  anything 
like  acceptable  returns.” 

The  oil  companies  have 
tried  to  offset  this  by  taking 
an  the  supermarkets  at  their 
own  game.  Analysts  esti- 
mate that  more  than  50  per 
cent  of  profits  from  some 
sites  now  come  from  food 
and  other  products.  “The 
move  to  convenience  stores 
has  been  about  improving 
profitability;  it’s  where  all 
our  actions  are  headed," 
says  Mr  Harle. 

Independent  stations  - 
which  make  up  about  53  per 


cent  of  the  country's  14,000 
outlets  - have  been 
squeezed. 

Many  were  too  small  to 
survive  on  petrol  sales  at 
low  margins  and  too  slow  to 
adapt  by  expanding  their 
convenience  stores.  The  Pet- 
rol Retailers  Association, 
estimates  that  450  petrol  sta- 
tions were  forced  to  close  in 
1998,  taking  the  total  to  2£00 
in  three  years. 

Supermarkets  - which 
operate  outlets  selling  about 
five  times  the  national  aver- 
age in  litres  - are  rolling  out 
about  50  new  filling  stations 
a year  even  though  UK  pet- 
rol sales  are  static.  The  Asda 
supermarket  chain  last  week 
launched  a new  national 
price  offer  for  fuel,  undercut- 
ting its  rivals  by  about  8 per 
cent 


Further  consolidation  in 
the  Industry  might  be  on  the 
agenda  and  Save  is  an  obvi- 
ous takeover  target  Its  mar- 
ket capitalisation  has  fallen 
from  £l83m  at  the  beginning 
of  1996  to  £42m.  But  even  at 
that  price  buyers  might  not 
be  tempted  in  the  current 
gloomy  environment 

Repsol,  the  Spanish  oil 
group  which  has  about 
190  UK  petrol  stations, 
including  the  Anglo  brand, 
has  hinted  it  might  sen  its 
network. 

Analysts  also  question  the 
UK  viability  of  brands  like 
Q8  and  Murco,  both  owned 
by  multinational  oil  compa- 
nies. Consolidation  could  be 
hastened  by  the  trend 
among  retailers  and  oil  com- 
panies to  bury  the  hatchet 


and  try  to  maximise  their 
returns  by  going  Into  part- 
nership. 

Elf,  BF  and  Esso  have 
joined  forces  with  the 
Somerfleld,  Safeway  and 
Tesco  retail  chains  respec- 
tively. 

Shell  and  Sainsbury  have 
- so  for  - derided  to  go  It 
alone.  Tesco,  which 
announced  its  joint  venture 
in  August,  insists  the  link  is 
only  on  a pilot  basis  and 
competition  against  Esso  - 
and  others  - will  remain 
fierce  at  existing  sites. 

But  co-operation  between 
retailers  and  oil  companies 
makes  too  much  sense  to  dis- 
miss as  a passing  phenome- 
non. 

The  retailers  get  access  to 
prime  neighbourhood  sites 
for  convenience  stores  - one 


NEWS  DIGEST 


TOE  MN0MY 

Unemployment  figures 
fall  to  18-year  low 

UK  unemployment  has  fatten  to  an  18-year  low.  casting 
doubt  on  the  belief  that  labour  market  pressures  ,tw o 
begun  to  ease.  The  number  of  people  out  of  work  and 
claiming  benefit  dropped  by  5,700  in 
revised  1.311m  to  1.305m.  The  faff  surprised  Crfy  ot  Lon- 
don economists,  many  of  whom  were  expecting  an 
increase.  The  latest  evidence  of  labour  market  hcpfcw* 
has  made  another  interest  rate  cut  in  March  less  likely. 

The  government  was  quick  to  seize  on  the  strong  figures 
as  evidence  of  pdHcy  success.  “There  are  weH  over 
400.000  more  people  now  in  jobs  than  before  the  election. 
More  people  in  work  in  Britain  than  at  any  time,  said  Gor- 
don Brown,  chancellor  of  the  exchequer.  The  govern- 
ment's preferred  measure  of  unemployment,  the  Labour 
Force  Survey,  showed  numbers  out  of  work  faffing  slightly 
In  the  three  months  to  December,  down  by  15.000  to 
1.79m.  Christopher  Adams  and  Robert  Chote,  London 

NORTHERN  IRELAND  PEACE  DEAL 


Meeting  fails  to  end  deadlock 

The  Northern  Ireland  peace  process  remained  deadlocked 
last  night  after  the  first  cfirect  talks  between  the  Ulster 
Unionists,  the  biggest  pro-British  party  in  the  region,  and 
Sinn  Ftti,  political  wing  of  the  Irish  Republican  Army.  Both 
sides  were  adamant  there  was  no  immediate  sign  of  prog- 
ress on  a handover  of  weapons  by  paramilitary  groups. 

Matin  McGufaness.  Sinn  Fein's  chief  negotiator,  told  a 
separate  press  conference:  “You  cant  get  around  the 
tahiw  for  an  hour  and  a half,  almost  two  hours,  with  two 
political  parties  that  have  never  met  one  another  before 
and  hope  to  resolve  all  the  difficult  issues  at  the  heart  of 
this  issue."  David  Trimble,  UUP  leader  and  first  minister  m 
the  new  regional  administration,  said  his  party  had  placed 
the  onus  firmly  on  republicans  to  deliver  on  the  handover 
of  IRA  arms  - the  one  area  of  the  1998  peace  accord 
which,  he  said,  had  not  been  honoured. 

• A 25-year-old  man  was  recovering  in  hospital  yesterday 
after  a paramilitary-style  punishment  attack  in  Cedarmount 
in  the  north-west  of  Northern  Ireland.  The  victim  suffered 
two  broken  amis  and  head  injuries. 


FUND  MANAGEMENT 

Active  mangers  Underperform1 

Most  active  retatt  fund  managers  have  underperformed 
their  passive  - or  index-tracking  - counterparts  in  the  past 
10  years,  according  to  research  published  yesterday.  The 
study  of  funds  worth  £35bn  (S57bn)  by  WM,  toe  perfor- 
mance measurement  company,  found  that  75  per  cont  of 
active  managers,  who  aim  to  beat  the  index  by  nuking 
stock  or  sector  judgments,  fatted  to  do  so  in  the  UK 
growth  end  income  sector  once  fees  were  taken  into 
account  WM  - commissioned  by  Virgin  Direct,  which 
offers  index-tracking  retail  products  - chose  149  equity 
unit  trusts  in  toe  growth  and  income  sector  because  it  is 
toe  market's  biggest  retail  sector.  Alistair  MacDougail, 
research  director  at  WM,  said:  “The  average  active  man- 
ager will  always  underperform  the  ftdex  because  if  costs 
more." 

Active  managers  have  been  losing  ground  to  their  pas- 
sive counterparts  in  the  UK  in  recent  years  as  toe  index 
has  soared  largely  on  the  back  of  toe  market’s  biggest 
companies.  Index  tracking  is  believed  to  represent  20  per 
cent  of  tbe  UK  equity  market  Jane  Martinson,  London 


POOR  NATIONS1  DEBT 


Ali  visit  supports  campaign 

Muhammad  Ali  brought  the 
streets  of  the  London  dis- 
trict of  Brixton  to  a standstill 
yesterday  during  a visit  to  a 
centre  campaigning  to  can- 
cel Third  World  debt.  Ron 
Di Nicola,  lawyer  and  agent 
for  the  former  world  heavy- 
weight champion,  spoke  on 
Aii's  behalf,  “it’s  a terrific 
honour  for  him  to  be  in 
England,  a country  that  he 
loves  and  a country  he  has 
had  a warm,  long-standing 
relationship  with.  It‘s  an 
honour  for  him  to  be  here  in 
support  of  such  a worthy 
cause  as  Jubilee  2000.”  Afi 
is  pictured  shaking  the  hand 
of  girl  who  met  him  after  he  had  laid  a wreath  at  a London 
monument  as  part  of  the  debt  campaign. 


MODERN  ART 

Important  Miro  secured  for  UK 

One  of  the  great  images  of  Surrealist  art,  Head  of  a Cata- 
lan Peasant  by.the  Spanish  artist  Joan  Miro,  has  been 
acquired  by  UK  institutions.  It  will  be  displayed  in  turn  at 
the  new  Tate  Gaffery  of  Modem  Art  in  London  and  the 
Scottish  Gallery  of  Modem  Art  in  Edinburgh.  The  painting 
was  owned  by  the  late  Sir  Roland  Penrose,  the  celebrated 
collector,  and  was  sold  by  his  estate  In  a private  treaty 
sale  that  valued  the  painting  at  E2.1m  ($3.4m).  The  two 
galleries  each  contributed  £900,000,  with  the  remainder 
coming  from  the  National  Art  Collections  Fund.  It  was  the 
fund's  biggest  commitment  towards  acquiring  a 20th  cen- 
tury work  of  art.  The  Mir6  is  the  first  major  painting  that 
the  Tate  has  secured  for  Bankside,  new  London  gallery  to 
open  in  May  2000.  Antony  Thomcroft,  London 


UK  intended  petrol  prices 

Aierage  nwnthty  ros  pice  * 
(pence  psrfftrs)  - 


Awroge  monHy  bulk  prtca" 
(pence  per  tare). 


of  the  fastest-growing 
segments  for  food  retail  - 
which  are  already  owned  by 
the  oil  companies. 

The  oil  companies  - which 
have  found  it  difficult  to 


graduate  from  selling 
cigarettes  and  chocolate  to 
running  mini -supermarkets 
acquire  retailing 
experience.  And  they  both 
share  the  profits. 


Mm. 


cradle  of! 


***«•*■■. 

■*  -t  * MjTT  jjl 
- -»>  ‘am,,  tatter 
TIE 

T 


financial  TIMES 


Thursday  February 


18  1999 


THE  ARTS 


CINEMA 


I W-ycar  iow 


?#*** 
fr  fe*  mi*  ‘ > 

*. 

■#  V^rfe-v. 


Cracking  up 
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^oyle  is  swept  along  by  an  uncompromising 
portrayal  of  a man's  inexorable  disintegration 
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portrayal  of  a man's  inexor 

There  is  no  more  potent  symbol  of 
remorseless  purity  than  snow  a 
silent,  caressing  killer,  impervi- 
ous, detached,  isolating  communi- 
ties and  consciences.  It  can  be  no 
coincidence  that  Ibsen’s  giant 
moral  choices  and  Strindberg's 
venting  of  inner  poison  were  the 
product  of  a merciless  northern 

rhfll 

Affliction  has  garnered  Oscar 
nominations  for  Nick  Nolte  and 
James  Cobum.  Its  writer-director 


AFFLICTION 

Paul  Schrader 

holy~man 

Stephen  Herek 

THIS  YEAR'S  LOVE 

David  Kane 
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Walter  Salles  and  Daniefa 
Thomas 


.1  -■*  — ' 


■Nt  mtngcrn  =di 

\$*m*f*+  T- 


I M'/vhnW 


\mrnm  * - 

-fly-r  ► -**?  — ■ 
«gn*'  <4**-  ■■ 

***».-■*■ 
m*  • ••••■• 

• ■—  - . 

i' es»  - 


Paul  Schrader  has  won  the  Writ- 
ers Guild  of  America  Lifetime 
Achievement  Award.  But  it  is 
Paul  Sarossy’s  camerawork  in  this 
small  snowbound  town  that 
remains  in  the  memory:  the 
blurred  charcoal  smudge  of  a sky 
at  dusk,  the  mud-brown  tinge  of 
daytime  skies  heavy  with  their 
unshed  load.  As  fog  sets  the  mood 
for  Dickens'  Bleak  House,  so  the 
soul-chilling  snow  permeates 
Affliction. 

Nolte  plays  Wade  Whitehouse, 
lone  local  policeman  and 
part-time  employee  of  the  town 
businessman.  He’s  struggling  for 
custody  of  his  daughter,  haunted 
by  memories  of  his  drunken 
father’s  brutality,  desperately 
propping  up  self-respect  both  per- 
sonal and  professional.  Wade  is  a 
lightning  conductor  for  the 
world’s  ills:  the  toothache  that 
racks  him  is  a symbol  of  his  own 
decay  and  the  rot  he  senses 


around  him.  The  chance  of 
redemption  ' comes  when  a 
wealthy  tourist  is  killed  in  a hunt- 
ing accident  Wade  scents  murder, 
corruption  and  conspiracy.  Trag- 
edy results. 

The  voice-over  narration  by 
Wade’s  successful  academic 
brother  (Willem . Dafoe)  comes 
within  an  inch  of  toppling  the 
film  Into  portentousness,  but 
Schrader's  otherwise  austere 
direction  and  Nolte's  uncompro- 
misingly raw  portrayal  of  a man  . 
cracking  up  keep  it  firmly  on 
track.  Photographed  from  a 
child’ s-eye  view  in  grainy  flash- 
back, Cobum  makes  a frightening 
bogeyman  as  the  violent  father. 
As  the  old  man  of  the  present,  an 
inescapable  hint  of  geniality 

undermines  the  intended  picture 
of  a monster.  This  is  a gman  flaw 
in  a fine  cast,  TnnTnfHng  a typi- 
cally sensitive  performance  from 
Sissy  Spacek  as  Wade’s  long-suf- 
fering girlfriend.  Nolte  makes 
Wade’s  disintegration  as  inevita- 
ble as  Lear’s,  while  the  snow  fails. 
as  inexorable  as  judgment 
* 

Judgment,  or  at  least  satirical 
comment,  is  expected  in  an  Eddie 
Murphy  movie  set  in  the  world  of 
television  consumerism.  Holy 
Man  doesn’t  quite  deliver  though 
it  bowls  along  amiably  enough. 
Murphy  is  a mysterious  guru 
known  simply  as  G who  appears 

OUt  Of  nowhere,  is  grudgingly 
befriended  by  Jeff  Goldblum’s 
harassed  TV  exec,  and  works  a 
sort  of  magic  on  the  shopping 
channel  that  urges  people  to  buy 
tat  which  they  subsequently 
never  use.  Tom  Schuhnan’s  script 
has  its  cake  and  eats  it  by  making 
the  spiritual  G preach  against  the 
junk  advertised  by  the  network, 
while  so  enrapturing  the  public 
that  they  flock  to  buy  it,  thus 
saving  Goldblum’s  job  in  a nifty 
deal  between  God  and  Mammon. 

One  waits  for  the  satirical  lock, 
the  cynical  twist  Alas,  it  never 
comes.  Murphy  is  unrelentingly 
radiant  as  G.  There  is  even  a 
heavily  symbolic  bathe  In  the  sea 
with  Goldblum  with  overtones  of 
baptism.  For  a terrible  moment  it 


The  toothache  that  racks  him  is  3 symbol  of  Ms  own  decay  and  tbs  rot  he  senses  around  Mnc  Kick  Nolle  in  Paul  Schrader’s  ‘Afflfetion* 


seems  not  only  that  G might  be 
Card  but  that  the  reborn  TV  exec- 
utive might  emerge  as  the  Son  of 
GartL  Now  that  could  trigger  off  a 
deadpan  satire. 

Instead  we  get  a sentimental 
ending  when  G,  resuming  his 
earth-kissing  travels,  assures  his 
starry-eyed  admirers  that  "We're 
going  to  be  together  every  time 
we  think  of-  one  another";  and 
adds  a gloss  to  the  go-getting 
mantra  which  Goldblum  chanted 
in  his  unregenerate  ruthless  days: 
"Your  good  Is  better;  your  better 
is  blest.'1  Thus  sanctifying  busi- 
ness success,  the  film  (who  can 
doubt  it?)  is  obviously  intended  to 
pack  a spiritual  message.  Pleasant 
moments  include  send-ups  of  TV 
commercials,  including  Morgan 
Fairchild,  face  from  a thousand 
shopping  catalogues,  gamely 
spooling  herself  - but  all  very 
gently,  as  if  nobody  really 
doubted  the  worthiness  of  con- 
sumer television. 

At  least  Holy  Man  belongs  to  a 
recognisable  world.  This  Year's 
Love  is  purely  formulaic:  a group 


of  rather  middle-aged  and  not 
very  hygienic  young  people  drift 
through  sexual  musical  chairs  in 
self-consciously  shot  London  loca- 
tions. The  film  suggests  a plethora 
of  Scots  are  and  Camden  Lock,  but 
then  it  is  written  and  directed  by 
Glasgow-based  David  Kane.  I can't 
help  feeling  that  the  enterprise 
would  have  had  less  artifice  and 
more  spark  set  in  that  irrepress- 
ible city. 

The  characters  rarely  rise  above 
stereotype,  from  Jennifer  Ehle's 
posh  girl  with  a nostalgic  tie  la 
boue  ("I  went  to  Roedean  - would 
you  believe  it?”  she  signals,  just 
in  case  we  don’t)  to  Dougray 
Scott's  voracious  womaniser  and 
Ian  Hart's  S couse  nerd.  Kathy 
Burke’s  airport  cleaner-cum-pub 
singer  almost  comes  to  life, 
though  again  given  too  much 
articulate  self-awareness  to  ring 
true.  The  cast  is  pretty  good, 
though  Ehle’s  perpetual  sweet- 
ness (she  deploys  un  certain  sou- 
rire  and  not  much  else)  hardly 
Indicates  the  spoilt  slummer. 
Admirably,  however,  unlike  that 


other  sexual  merry-go-round  with 
Eble,  the  twee  Bedrooms  and  Halt- 
ways  (shown  at  the  Edinburgh 
Film  Festival  but  not  so  far 
released),  this  film  shows  a seeth- 
ing London  that  actually  looks  as 
grubby,  tacky  and  tawdry  as  the 
capital  of  Cool  Britannia  really  is. 
* 

News  from  the  Good  Lord  is  some- 
times intentionally  funny,  often 
not  funny  when  it  should  be,  and 
occasionally  funny  when  not 
intended.  When  a famous  French 
novelist  dies,  an  already  off-the- 
wall  conple  (brother  and  sister 
who  seem  to  live  in  a taxi)  take 
his  suggestion  that  we  exist  only 
in  the  mind  of  a creator  as 
starting-point  for  a mad  odyssey 
in  search  of  the  Wizard  of  - I 
mean  God.  On  the  way  they  pick 
up  a virgin  (but  not  for  long) 
priest,  a kidnapped  policewoman 
who  enthusiastically  sees  to  his 
sexual  education,  a spiritualist, 
and  a suicidal  girl  who  turns  out 
to  be  the  writer’s  widow. 

Being  French,  News  from  the 
Good  Lord  observes  mad  logic.  If 


life  doesn’t  exist  death  doesn't 
matter.  They  find  the  bluebird  of 
happiness  in  the  writer’s  own 
back  garden  - well,  God  in  a blue 
cardie,  foul-tempered  and  clay- pi- 
geon shooting.  Didler  le  Pfecheur 
directs  from  his  own  novel;  which 
might  lead  us  into  more  meta- 
physical conjecture  about  cre- 
ation. 


Foreign  Land  hauntingly  blends 
the  themes  of  alienation  and  self- 
definition  with  a thriller  about 
smuggling  and  drug  dealing.  Wal- 
ter Carvalho's  black  and  white 
photography  turns  into  a film  noir 
with  the  time-honoured  climax  of 
a doomed  couple  on  the  run.  The 
writing/  directing  team  of  Walter 
Salles  and  Daniela  Thomas  touch 
on  the  economic  upheavals  in  Bra- 
zil and  their  effect  on  individuals; 
and  exile  in  a distant  land  (Por- 
tugal). Evocative,  touching  elu- 
sive chords,  it  can  be  enjoyed  as  a 
thriller,  beautifully  acted  by  Fer- 
nanda Torres  and  Fernando  Alves 
Pinto  as  the  fugitives  who  are  also 
on  a quest  for  identity. 
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RhmnUo  stutBos,  London  WB 


Racine  has  recently  made  his 
mark  on  the  West  End;  now  it  is 
the  turn  of  that  other  giant  of 
French  classical  drama,  ComeHle, 
the  17th  century  tragj-comedlan. 
as  Le  Cid  comes  to  the  Riverside 
Studios  at  the  hands  of  Declan 
Donnellan. 

This  Is  DonneUan's  second 
brush  with  Le  Cid  - his  Cheek  by 
Jowl  company  staged  it  In  English 
a decade  ago  - aid  it  shows.  This 
French  production  (with  English 
surtitles).  first  shown  at  the 
Avignon  Festival  last  year,  is 
superbly  Quid  and  intelligent. 

Looking  at  the  play  now  it  is 
hard  to  believe  that  the  Academia 
Frapcalse  complained  at  its  lad: 
of  adherence  to  -the  rules,  so 
strictly  structured  and  tightly 


controlled  does  It  seem  to  us,  writ- 
ten in  those  rhyming  Alexan- 
drines that  produce  a sing-song 
quality  alien  to  the  RngH&b  ear. 

But  Donnellan  embraces  this 
formality  while  emphasising  the 
play’s  enormous  drive  and  vital- 
ity. His  production,  played  out  on 
- a bare  wooden  floor,  rarely  stops 
moving,  swirling  from  scene  to 
scene  like  an  elaborate  dance,  bo 
emphasising  the  tension  between 
the  formal  style  and  the  intense 
fiwfltoga  that  bubble  underneath. 
At  the  outset,  the  characters, 
members  of  the  Spanish  court, 
move  cautiously,  at  the  height  of 
the  .action  they  are  being  Mown 
about  the  stage  like  leaves  on  a 
windy  day. 

Corneflla  focuses  on  the  intoler- 
able load  placed  on  two  young  lov- 
ers by  th«*tr  Altai  duties  under 
strict  codes  of  honour.  Both  have 
dutifully  awaited  their  fathers’ 
approval  - before  becoming 
betrothed,  and,  as  the  play  opens, 
this  long-awaited  moment  has  just 


arrived.  But  happiness  is  snatched 
away  when  Chixhene's  father 
slaps  Rodrigue's  father  in  a 
quarrel. 

Rodrigue  is  obliged  to  avenge 
his  ageing  father  by  killing  the 
parent  of  his  one  true  love.  And  so 
commences  a cat’s  cradle  of  love, 
honour  and  duty  in  which  Rodri- 
gue and  Chiihene  become  further 
entangled. 

Donnellan  keeps  up  the  pres- 
sure fay  bleeding  one  scene  into 
the  next  and  having  the  fights, 
through  which  honour  is 
redeemed,  played  out  silently  as 
the  dialogue  continues.  The  stage 
is  empty,  with  only  Judith  Green- 
wood’s eloquent  lighting  sculpting 
the  mood,  reminding  us  that  noth- 
ing mundane  ever  seeps  in  to 
intervene  with  the  characters’ 
moral  dilemma.  Likewise.  Chi- 
ihene's  dead  father  (Philippe 
Blanches)  haunts  the  stage,  bead- 
ily  watching  her,  so  that  we  are 
drawn  into  her  tormented,  almost 
possessed  state  of  mind. 


As  Chirtiane.  Sarah  Karbasni- 
koff  give  a fine  portrayal  of  a 
woman'  driven  nearly  mad  by  her 
conflicting  desires,  while  William 
Nadylam  is  excellent  as  Rodrigue. 
His  “Cid”  is  no  ramrod  hero, 
but  a quiet,  graceful  youth,  ardent 
in  his  devotions,  aghast  at  his 
fate  and  even  at  his  military 
prowess. 

In  common  with  the  rest  of  the 
cast,  he  speaks  those  rhyming 
couplets  as  if  their  neat  expres- 
sion of  his  dilemma  might  some- 
how help  him  solve  it.  and,  mov- 
ingly, in  his  speech  describing  the 
heroic  battle  with  the  Moors  that 
secures  his  safety,  he  is  unable  to 
bring  himself  to  utter  the  words 
that,  tell  of  his  enemy’s  destruc- 
tion - this  is  one  of  the  few  still 
moments  in  the  production. 

So  it  is  that  while  the  staging 
has  beauty,  elegance  and  wft,  it 
leaves  you  with  a striking  impres- 
sion of  a society  whose  brittle  civ- 
ilisation is  underpinned  by  expedi- 
ency and  violence. 


Moving:  WBHam  Nadylam  (right)  bs  Rodrigue,  with  Michel  Baumann 
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INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 


OPERA 

Netharlanda  Opera,  Hot 
Muzfektheater 

Tek  37-20-557  8911 
Carmen:  by  Bizet  New  staging 
by  Andreas  KomoW,  conducted 
by  Edo  do  Wsart;  Feb  18,  21, 24 

BERLIN 

OPERA 

Deutsche  Opar 
Tek  49-30-34384-01 
Rise  and  FaS  of  the  GHy  erf 
Mahagormy:  by  Kurt  WeW, 
libretto  by  Brecht  New  staging 
by  Gflnter  Krfimer,  conducted  by 
Lawrence  Foster,  with  designs  by 
Gottfried  Pilzand  Isabel  Ines 
Glathar;  Feb  20. 24 

CARDIFF 

OPERA 

Welsh  National  Opera  - 
Tek  44-1222-464  666  " 

Peter  Grimw?  by  Beniamin 
Britten.  Carlo  REeri  conducts  a 
new  staging  by  Pater  Stein.  WRh 

sets  by  Stefen  Mayer  and  . 
costumes  by  Moktete  Btekek 


Cast  indudes  John  Daszak  and 
Jmiice  Watson;  Feb  20, 24 

CLEVELAND 

EXHIBITION 

Cleveland  Museum  of  Art 

Tet  1-216-421  7340 
www.demusart.com 
Diego  Rivera:  Art  and  Revolution. 
Major  retrospective  of  the  Latin 
American  punter  and  folk  hero. 
Rivera  was  a pioneer  of  the 
multilist  movement,  and  his  work 
is  unique  ln'20th  century  art  This 
show  features  125  works  and 
includes  public  and  private  loans 
from  Europe,  'Japan  and  Mexico; 
to  May2 

GLASGOW 

OPERA 

Scottish  Opera,  Theatre  Royal 
Tek  44-141-332  9000 

Der  RosenkavaBer  by  R_  Strauss. 

New  staging  by  David  McVicar, 
conducted  by  Richard 
Armstrong.  The  cast  includes 
Joan  Rogers;  Fob  18 

LONDON 

CONCERTS 
Barbican  Halt 
Tet  44-171-638  6891 

• London  Symphony  Orchestra: 
conducted  by  Myung-Whun 
Chung  In  works  by  Rachmaninov, 
with  piano  soloist  Jean-YVes 
TNbaudet;  Feb  18 

• London  Symphony  Orchestra 
and  Choras:  conducted  ty 
Myung-Whun  Chung  In  Mahtafs 
Symphony  Na  2,  with  soprano 
Andrea  Dankova  and  aHo  Sara 
Mlngwrios  Feb  21 


Royal  Festival  Hafi 
Tek  44-171-960  4242  . 

• MfkhaD  Pletnev:  redial  by  the 
pianist  of  works  by  Bach, 
Mendelssohn.  Grieg  and 
Schwann;  Feb  21 

• Phflharmonia  Orchestra: 
conducted  by  Leonard  Station  in 
works  by  Karel  Husa, 
Tchaikovsky  aid  Dvorak,  with 
viofin  soloist  ChcHLlang  Un; 

Feb  20 

OPERA 

English  National  Opera, 

London  Cofiseum 

Tet  44-171-632  8300 

Parslfat  by  Wagner.  Conducted 

by  Mark  Oder  in  a new  sta^ng 
by  Ntotaus  Lehnhoff,  with  sets 
by  Raimund  Bauer  and  costumes 
by  Andrea  Schnvdt-Futtereir.  Cast 
includes  Kan  Begley  and 
Jonathan  Summers;  Feb  20, 23 

LOS  ANGELES 

CONCERTS 

Dorothy  Chancfler  Pavffion 
Tek  7-213-365  3500 
Los  Angeles  PhSiarmonic: 
conducted  by  Esa-Pekka. 

Salonen  fo  the  world  premiere  of 
John  Adams'  Naive  and 
Sentimental  Music.  Programme 
atoo  includes  worts  by  Haydn 
and  Schumann.  With  ceflo  soloist 
Heinrich  ScWff;  Feb  19, 20, 21 

MUNICH 

CONCSttS 
PMhannorae  Gasteig 
Tek  49-89-5481  8181  : 

• Munich  Phflharmordc 
Orchestra:  conducted  by  tngo 
Metzmacher  in  worics  by 


Schubert  and  Henze;  Feb  21, 
22,23 

. • Prague  Symphony:  conducted 
by  Tomas  Koutnik  in  works  by 
Dvorak  and  Mendelssohn- 
Bartholdy,  with  violin  soloist 
Pavel  Sport*  Feb  19 

NEW  YORK 

DANCE 

New  York  City  Ballet,  New 
York  State  Theater 

Tel:  1-212-870  5570 
Celebrating  Five  Decades  of 
Repertory:  continuing  50th 
anniversary  celebrations;  Feb  18, 
19,  20,  21 

OPetA 

Metropolitan  Opera,  Lincoln 

Center 

Tek  1-212-362  6000 
www.metopera.org 
Moses  and  Aron:  by  Schoenberg. 
Conducted  by  James  Levine  in  a 
staging  tty  Graham  Vide,  with 
sets  and  costumes  by  Paul 
Brown.  Cast  Includes  Rtifip 
Langridge  and  John  Tomlinson; 
Feb  20, 23 

PARIS 
CONCERTS 
Salle  Pfeyef 
Tek  33-1-4561  6589 

• Orchestra  de  Paris: 
conducted  by  Christoph  von 
Dohndnyi  in  works  by  Donatod, 
Bloch  and  Beethoven.  With  cello 
soloist  Eric  Picard;  Feb  18 

• Orchestra  de  Paris: 
conducted  by  Christoph 
Eschenbach  in  works  by  Brahms, 
with  piano  soloist  Tzfanon  Sarto; 
Feb  24 


Theatre  des  Champs  Elysdes 
Tek  33-1-4952  5050 
Orchestra  National  de  France: 
conducted  by  Pinchas  Steinberg 
in  works  by  cflndy,  Saint-SaSns 
and  Prokofiev,  with  piano  soloist 
Jean-PhiGppe  Col  lard;  Feb  19 

PRAGUE 

DANCE 

National  Theatre  of  Prague 

Tel:  420-2-2108  0131 
www.anetcz/nct 

The  Nutcracker:  by  Tchaikovsky, 
in  a staging  by  Russian 
choreographer  Jurij  Grigorovic, 
with  sets  and  costumes  by 

Simon  Virsaladze;  Feb  24 

ROME 

EXHIBITION 
Palazzo  Venezia 
Tel:  39-06-841  2312 

*700  Veneziano:  Capolavori  da 
Ca’  Rezzonico.  Display  of  16th 
century  Venetian  art,  lent  by  the 
Venetian  museum  to  the  Palazzo 
Venezia,  which  once  housed  the 
dty's  ambassador  to  Rome.  . 
Includes  worics  by  Canaletto, 
Guardi,  Longhi  and  Carievarfjs, 
and  Tiepolo’s  fresco  cycle  made 
for  hfe  villa  at  Zianlgo;  to  Feb  18 

TAMPERE 

EXHIBITION 

Sara  HBden  Art  Museum 
Tel:  3583-214  3134 
www.tnmpere.1i/hikien 
Tony  Cragg:  33  sculptures  and  a 
large  number  of  drawings  by  the 
Brttlsh-bom  artist,  now  working 
in  Germany,  The  works  on 
display  are  from  the  period 


1988-1998;  to  May  9 

THE  HAGUE 

EXHIBITION 
Gemeentemuseum 
Tek  31-70-3388  1111 
Silver  from  the  time  of  the  United 
East  India  Company  (VOC): 
display  of  silver  manufactured  in 
the  17th  and  18th  centuries  In 
former  Batavia,  by  Dutch  and 
other  European  silversmiths. 
Worics  from  the  coDection  are 
supplemented  with  Important 
private  loans;  to  Mar  21 

TOKYO 

CONCERTS 
Suntoiy  Had 

Tel:  81-3-3584  9999 

• Japan  Shinsei  Symphony 
Orchestra:  conducted  by  Chosei 
Komatsu  in  works  by  Hosokawa, 
Gershwin  and  Rachmaninov,  with 
piano  soloist  Makoto  Ozone; 

Feb  20 

• NHK  Symphony  Orchestra: 

conducted  by  Eugeny  Svetlan ov 
in  works  by  Prokofiev  and 
Beethoven,  with  piano  soloist 
Nikolai  Petrov;  Feb  18 

• Yomiuri  Nippon  Symphony 
Orchestra:  conducted  by  Rafael 
Fffibeck  de  Burgos  in  worics  by 
Rodrigo  and  Falla,  with  guitar 
soloist  Kazuhito  Yamashita; 

Feb  19 


VIENNA  • 

EXHIBITION 

KunstHausWien 

Tel:  43-1-712  0495 
Jean-Michet  Basquiat:  Paintings 
and  Works  on  Paper.  100  works 


MUSIC 

Singer 
in  his 
prime 

The  career  of  Simon 
Keeolyside  has  gone  into 
orbit  His  strong,  stylish 
baritone  was  widely 
remarked  as  “promising",  a 
few  years  ago;  now  he  is 
appearing  at  most  of  the 
world’s  leading  opera 
bouses.  In  London  on 
Tuesday  he  gave  a Wigmore 
Hall  recital  with  Malcolm 
Martinean  to  a capacity 
audience,  and  It  was 
Splendid  to  hear. 

The  concert  was  part  of 
the  Wigmore’s  Schumann 
series,  and  Keenlyslde's 
allotted  fash  was  the  op.85 
set,  a dozen  songs  on  poems 
by  Justinus  Kemer.  Though 
they  were  composed  in  1840, 
Schumann's  annus  mtrabiUs, 
they  are  nobody’s 
favourites;  Kero  fir’s  texts 
are  standard 

German-Romantic  stuff, 
part  nature-worship,  part 
hopeless  love,  with  lashings 
of  self-pity,  lie  only  song 
often  heard  Is  “Erstes  Grfin" 
shorter  and  sweeter  than 
the  others. 

Keenlyside  delivered  it 
precisely  and  affectingly,  as 
he  did  the  whole  set  With 
good  - if  not  quite  “native" 

- German,  intelligently 
used,  he  exposed  a whole 
dramatic  range  that  few  of 
us  had  guessed  to  be 
available  In  these 
Kemer-Ueder.  Beautiful 
timbre,  virile  authority: 
Keenlyslde's  voice  is  not 
remarkably  large,  hot  it  is 
absolutely  in  its  prime.  He 
can  wield  it  with  thrilling 
Force,  especially  in  the  high 
register,  and  yet  without  a 
trace  of  hardness. 

Martinean  is  one  of  the 
best  accompanists  around, 
though  he  has  a foible  for 
making  a meal  of  any 
tempting  epilogue. 
Keenlyside  and  he  also 
performed  three  of 
Schumann’s  Wilhelm  Meister 
songs  after  Goethe. 

After  the  interval,  they 
switched  into  Gallic  mode. 
Keenlyside’s  French  is  as 
cultivated  as  his  German, 
and  they  gave  a richly 
detailed,  memorable  account 
of  Poulenc’s  wonderful  cycle 
after  Paul  Eluard,  Tel  jour, 
telle  nuiL,  from  the  visionary 
“Bonne  joumfie"  to  the 
closing  love  song,  “Nous 
avoirs  fait  la  unit". 

More  well-chosen  Poulenc 
followed  - in  which, 
incidentally,  Martinean 
sounded  a touch 
heavy-handed:  his  broad, 
expansive  manner  is  some 
way  from  Poulenc’s  own 
crisp  pianism. 

Also  a conple  of  other 
songs:  Debussy’s  early,  very 
pretty  “Nuit  d’Gtoiles”  and 
Fanrt’s  setting  of  Verlaine’s 
“Mandoline”.  Debussy's 
setting  of  that  is  more 
famous,  bint  Faurt’s  is 
exquisitely  neat  and  wry  - 
as  it  sounded  here. 

With  so  much  opera  on  Ms 
agenda  these  days,  it  Is 
impressive  that  Keenlyside 
can  still  do  a big,  serious 
programme  of  Ueder  and 

melodies  with  such  devoted 
commitment  and  style. 

To  judge  by  the  response 
of  Tuesday’s  audience,  he 
could  fill  the  hall  every 
week  doing  the  same  thing. 

He  is  very  good  to  hear. 


David  Murray 


on  loan  from  the  Mugrabf 
Collection  make  up  the  first  show 
In  Austria  devoted  to  the 
black-hispanic  US  artist,  who 
died  in  1988;  to  May  2 

ZURICH 

EXHIBITION 
Kunsthaus  Zurich 
Tet  41-1-251  6765 
Chagall,  Kandinsky,  Malevich  and 
the  Russian  Avant-garde: 
exhibition  exploring  the  artistic 
upheavals  of  the  first  two 
decades  of  this  century,  includes 
important  loans  from  the  State 
Hermitage  Museum  in  St 
Petersburg;  to  Apr  25 

TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (483m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

0&30:  Maneyfrne  with  Lou  Dobbs 
13£&  Business  Asia 

19L3Q:  World  Business  Today 
22-00:  World  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  08:07;  07:07;  0820;  0920; 
1020;  1120;  1122;  1220;  13:20; 
1420. 

At  08:20  Tanya  Beckett  of  FTTV 
reports  five  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


,Nt  I. 


SAMUEL  BRITTAN 

ECONOMIC  VIEWPOINT 


Narrowing  the  gap 

The  British  government  now  sees  more  clearly  how  it  will  try  to 
pass  the  convergence  criteria  for  membership  of  Emu 


Soon  after  Labour  came  to 
office  in  1997,  the  UK 
Treasury  issued  a White 
Paper  detailing  five 
economic  tests  to  be  met 
before  ft  would  agree  to 
recommend  membership  of 
the  euro-zone. 

Most  of  these  tests  were  so 
vague  that  the  government 
could  declare  them  met  at 
any  time  it  made  a political 
decision  to  join.  The  one 
which  has  been  taken 
seriously  Is  that  of 
convergence:  there  has  to  be 
a greater  conformity 
between  British  and 
European  business  cycles. 

There  have  been  some 
occasions  when  British 
interest  rates  have  had  to  be 
higher  than  those  in  the 
European  core  to  hold 
Inflation  in  check.  There 
have  been  other  periods 
when  British  interest  rates 
have  had  to  be  lower. 
Moreover,  there  has  been  a 
tendency  for  the  British 
business  cycle  to  be  closer  to 
that  of  the  US  than  to  that  of 
continental  Europe. 

The  British  government 
has  at  long  last  begun  to 
formulate  a strategy  for 
reducing  these  divergences. 

It  believes  that  the  large 
fluctuations  in  UK  interest 
rates  have  reflected  the 
amplitude  of  the  British 
business  cycle,  popularly 
known  as  “boom  and  bust". 

It  hopes  that  If  the  UK  can 
maintain  reasonably  steady 
non-mflationary  growth, 
there  will  be  no  need  for 
such  large  swings  in  British 
interest  rates  and  less  cause 
for  divergence  with  the 
eurozone. 

There  is  a second  leg  of 
the  argument  High 
short-term  interest  rates 
have  been  particularly 
harmful  to  British 
householders  because  of 
their  effect  on  mortgage 
rates.  The  hope  is  that 
declining  inflation 
expectations  will  further 


narrow  the  gap  between 
British  and  (say)  German 
10-year  government  bond 
yields,  which  is  already 
down  to  half  a percentage 
point  British  home 
borrowers  should  then  be 
more  inclined  to  switch  to 
fixed-rate  mortgages  and 
become  less  vulnerable  to 
the  interest  rate  cycle. 

This  convergence  strategy 
is  unlikely  to  provoke  gasps 
of  astonishment  But  if  there 
is  a better  one,  1 have  not 
yet  come  across  it  The  top 
copy  of  any  alternative 
should  be  sent  not  to  me. 
but  to  the  RL  Hon  Gordon 
Brown,  11  Downing  Street 
London  SW1A  2AA. 

Supporters  of  UK 
membership  expect  that 
lasting  convergence  will 
appear  only  once  euro 
membership  has  become  a 
near  certainty,  as  has 
happened  in  the  n members 
of  the  euro-zone.  Opponents 
of  membership  (or,  at  least 
those  not  concerned  just 
with  the  metaphysics  of 
sovereignty)  will  continue  to 
believe  that  Europe  is  too 
large  and  diverse  for  a single 
monetary  policy  without  the 
backing  of  other  kinds  of 


political  and  economic 
Institutions,  as  seen,  for 
instance,  In  the  US. 

My  original  reason  for 
supporting  British  euro 
membership  was  that  this 
seemed  the  most  feasible 
method  of  obtaining  a 
quasi-independent  central 
bank.  Once  it  was  achieved 
in  any  case  in  1997  this 
tie-breaking  argument  foil 
away.  The  other  arguments 
for  and  against  mostly 
cancel  each  other  out.  One  is 
therefore  left  to  follow  one's 
political  instincts,  which  is 

What  I shaTl  unashamedly  do 

in  any  referendum  on 
membership  of  the  euro. 


Meanwhile,  enough  can  be 
seen  of  the  behaviour  and 
attitudes  of  the  European 
Central  Bank  to  make  some 
comparison  with  those  of  the 
monetary  policy  committee 
Of  the  Bank  of  England. 
Many  of  the  differences  are 
not  fundamental  For 
Instance,  It  is  not  realistic  to 
expect  a multi-nation 
institution  to  develop  an 
esprit  de  corps  if  national 
members  are  held  to  account 
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at  home  for  their  votes.  And 
it  is  difficult  to  see  that  the 
periodic  reports  of  the 
president  of  the  ECB  to  the 
European  Parliament  are  so 
different  from  MFC  members 
to  the  Treasury  committee. 

In  Implwmwnting  its 
strategy  the  ECB  uses  two 

based  on  monetary 
indicators  *Tid  another  an 
overall  economic  analysts. 
The  MPC  takes  account  of 
the  monetary  and  other 
Indicators  In  a single 
assessment  The  ECB  is  less 
explicit  about  its  forecasts; 
but  its  bulletin,  with  detailed 
analysis  of  trends,  appears 
every  month  in  contrast  to 
the  quarterly  Bank  of 
England  inflation  report 

The  Centre  for  European 
Policy  Studies  argues  that 
the  ECB  is  bottom  heavy, 
with  too  many  national 
governors  in  relation  to  the 
executive  board  (Macro- 
economic  Policy  in  the  First 
Year  of  Euroland,  Brussels). 
Its  biggest  criticism  is  of  “an 
ambiguity  over  who  n’in  act 
as  a lender  of  last  resort". 

Behind  the  institutional 
differences  there  Is  a strong 
similarity  of  outlook.  Both 
the  ECB  and  MPC  have 
accepted  the  Milton 
Friedman  doctrine  that  there 
Is  no  long-term  choice 
between  growth  or 
employment  and  stable 
prices.  Both  would  agree 
that  inflation  can  boost 
growth  only  temporarily  and 
is  thus  counterproductive. 

It  follows,  if  they  are  right, 
that  there  is  an  underlying 
rate  of  unemployment 

consistent  with  any  stable 
rate  of  inflation,  which  is  the 
best  that  can  be  achieved  by 
macroeconomic  policy,  and 
that  further  improvements 
require  what  is  now  known 
as  “structural  reform'’  - a 
cliche  to  which  everyone 
pays  lip-service  and  hardly 
anyone  follows. 

The  most  dubious  aspect 
of  current  orthodoxy  is  the 
inference  often  drawn  that 
recessionary  farces  will  be 
reliably  signalled  by 
inflation  failing  below 
target;  and  that  therefore  an 
inflation  target  is  enough  on 
its  own.  By  contrast 
Christopher  Dow  In  his 
posthumous  book,  Major 
Recessions  (Oxford 
University  Press),  accepted 
the  idea  of  an  underlying 
unemployment  rale,  but  did 
not  believe  that  having  an 
Inflation  target  would  be 


ADVERTISEMENT 


The  “End  of  Work ' Fallacy. 

By  Man ricio  Rojas. 

It’s  a remarkable  epoch  we  are  living 
in.  The  creative  powers  of  mankind 
are  greater  than  ever  before.  Never 
have  so  many  people  improved  their 
standard  of  living  so  radically  in  such  a 
short  time  as  in  the  past  two  decades.  But 
instead  of  acclaiming  this  global 
development  breakthrough  and  seeing 
its  possibilities,  more  and  more  people 
seem  to  be  magnetised  by  o0  kind's  of 
doom-mongers. 

The  latest  - but  also  the  oldest  - 
prophesy  of  doom  announces  the  inevit- 
ability of  a devastating  demise  of  work. 
The  spread  of  this  idea  in  a Europe 
shocked  by  mass  unemployment  is 
today  assuming  alarming  proportions, 
fuelling  the  rise  of  different  lands  of 
illiberal  political  movements.  This  is 
why  1 derided  to  devote  some  time  to 
scrutinising  the  allegations  fundamental 
to  the  literature  on  the  “end  of  work? 

My  conclusion  Is  that  this  genre 
rests  on  four  assertions  that  can  be 
summarised  as  follows: 

• For  the  first  time  in  history, 
growth  is  destroying  more  jobs  than  it 
creates,  in  a way  that  eventually,  will 
exclude  the  majority  of  the  world’s 
population  from  the  labour  market, 

• The  cause  of  this  development 
is  the  technological  transformation 
that  set  in  after  the  golden  age  of 
industrial  society  and  full  employment 
in  the  1960s. 

• The  new  jobs  that  still  are  being 
created  are  low-skilled  and  low-paid 
service  jobs  in  economies  that,  like  that 
of  the  United  States,  increasingly  consist 
of  “working  poor? 

• Jobs  are  disappearing  more 
rapidly  in  the  affluent  world  because 
capital  and  enterprise  are  migrating  to 
countries  where  labour  is  cheap. 

This  is  the  basic  credo  of  the  end- 
of-work  literature.  Now,  what  is  the 


A world  of  ideas  on  public  policy. 


substance  behind  these  ideas?  Let  me 
briefly  review  some  of  the  most  basic 
facts  in  this  context. 

Entirely  contrary  to  the  end-of- 
work  thesis,  global  job  creation 
during  the  last  25  years  has  been 
extremely  high.  This  holds  true  for 
both  the  developed  countries  outside 
Europe  and  the  most  densely  popu- 
lated developing  nations.  In  the  USA. 
Canada,  Australia  and  Japan,  employ- 
ment has  grown  by  more  than  65 
million  jobs  since  1975.  clearly  indi- 
cating the  home-made  nature  of  the 
job  crisis  in  the  highly  regulated 
Western  European  economies.  During 
the  same  period  a startling  expansion 
of  employment  has  occurred  in  Asia, 
successfully  absorbing  a major  part  of 
what  is  the  mast  dramatic  growth  of 
the  employable  population  in  world 
history  - amounting  lo  more  than  half 
a billion  people! 

Now,  what  about  technology  gen- 
erating growth  in  joblessness?  If  this  idea 
had  the  slightest  connection  with  reality, 
the  USA  and  Japan,  the  two  countries 
which  have  totally  dominated  TT  deve- 
lopment, ought  to  be  especially  hard  hit 
by  the  job  problem.  But  they  aren't.  And 
what  is  more,  in  both  countries,  more 
jobs  were  created  between  1975  and  1995 
than  in  the  twenty  previous  years  in  spite 
of  a considerable  decline  in  economic 
growth.  This  means  that  the  IT  period 
has  seen  a substantial  increase  in  foe  job 
creation  effect  of  growth,  which  is  the 
opposite  to  what  the  end-of-work  litera- 
ture is  teDing  us. 

But  what  about  the  quality  of  the 
new  jobs  created?  The  figures  about 
the  American  labour  market  tell  us  a 
quite  different  story  from  the  “trash- 
job-and-workirrg  poor"  litany  that  we 
so  often  hear.  Since  1983,  about  50 
percent  of  the  new  net  jobs  created  in 
the  U.S.  economy  - more  than  15  million 


- were  in  the  managerial  and  profes- 
sional sector,  and  adding  the  medium- 
skilled  occupations,  the  figure  rises  to 
over  80  percent  Furthermore,  around 
70  percent  of  the  new  net  jobs  were  in 
occupations  remunerated  above  the 
median  income  for  all  full-time 
employees. 

Finally,  if  the  idea  of  a threatening 
global  displacement  of  capital  and 
enterprise  towards  cheap  labour  holds 
true,  the  industrialised  nations  ought 
to  have  experienced  .a  dramatic  fall  in 
their  share  of  world  exports  over  the 

Never  have  so  many 
improved  their 
standard  of  living  so 
radically  in  such  a 
short  time  as  in  the 
past  two  decades. 

past  fifteen  years  or  so.  But  nothing 
like  this  has  happened.  What  we 
instead  can  observe  is  an  increase  of 
this  share! 

As  we  can  see,  the  end-of-work 
credo  has  hardly  any  connection  with 
reality,  based  as  it  is  upon  a series  of 
fallacies.  These  fallacies,  ruthlessly  ex- 
ploiting European  mass  unemployment 
and  our  natural  fears  in  the  midst  of  an 
epoch-malting  process  of  change,  are 
poisoning  the  minds  of  too  many  to 
be  allowed  to  go  unanswered. 

Man  ride  Rojos  fmouricic.rejasOetk.in.sei  is 
associate  professor  of  economic  history  at  Load 
Unitrmilj.  Sweden.  and  dittiuguuked  lecturer  at 
Timbre,  a Stoekkotiu-hucd  market  liberal  think 
tank  (http:/ /mm. tinbro.ctm).  nil  article  u hosed 
M kit  new  book.  M Biennium  Doom,  the  first 
publication  of  the  Stockholm  Network,  a group  of 
leading  European  drink  tanks.  To  purchase  the  book, 
please  can  or  e-mail  the  Social  Market  Foundation 
in  Loudon  at  44-171S22-70W  or  iuftStmf.co.fdi. 
nr  Swedish  edition  it  aasilable  from  Timbre. 
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enough  to  get  us  there  when 
actual  unemployment  was 
higher. 

Despite  the  basic 
similarity  of  outlook  with 
the  MPC,  the  ECB  has  come 
in  for  some  over-the-top 
attacks.  One  would  sot  think 
from  recent  strictures  that 
both  nominal  and  real  euro 
short-term  interest  rates 
were  2-2%  percentage  points 
below  British  rates.  And 
although  British  rates  have 
come  down  more,  this  is 
because  they  have  had  much 
further  to  fall. 

Nor  is  the  euro  inflation 
target  more  savagely 
restrictive  than  the  British 
one.  The  euro  objective  of  an 

inflation  rate  “below  2 per 
cent”  while  avoiding 
deflation,  gives  a range  of 
zero  to  2 per  cent  The 

British  target  of  2%  per  cent 
appears  to  be  higher;  but  on 
the  hPTTTlfmlgtvl  inrimr  of 
consumer  prices  (which  the 
ECB  uses),  it  is  equivalent  to 
1.4  per  cent.  The  remaining 
OA  percentage  points  hardly 
amounts  to  a difference  of 
Weltanschauung. 

One  possible  genuine 
difference  between  the  ECB 
and  the  MPC  appears  to  be 
the  seriousness  with  which 
the  two  institutions  take 
short-term  departures  from 
the  equilibrium 
unemployment  rate.  ECB 
leaders  sometimes  speak  as 
if  they  merely  have  to  go  for 
price  stability  and  they  will 
have  done  their  best  for 
output  and  Jobs.  The  MPC 
takes  very  seriously  the 
transition  process  and  it 
makes  much  use  of  the 
capacity  gap  as  a guide  to 
whether  inflationary 
pressures  are  increasing  or 
declining. 

But  after  a year-and-a-half, 
it  is  still  difficult  to  be  sure 
how  much  independent 
Importance  even  the  MPC 
attaches  to  supporting  the 
real  economy.  If  inflation 
forecasts  were  unchanged 
between  two  periods  on  a 
common  interest  rate 
assumption  and  interest 
rates  were  still  reduced,  this 
would  be  prima  Jade 
evidence  that  the  MPC  gave 
independent  weight  to 
output  Such  a test  case  has 
not  yet  arisen.  Thus  there  is 
still  no  real  reason  for  these 
of  us  who  would  prefer  a 
broader  objective,  which 
gave  some  weight  to  output 
when  inflation  was  not  a 
danger,  to  prefer  one  model 
rather  than  another. 


LETTERS  TO  THE  EDITOR 


UK  approach  to  open  skies  is  right 


from  Mr  Mike  Sparham. 

Sir,  Your  leader  on  the 
resumption  of  “open  skies” 
talks  with  the  US  (February 
16)  demonstrates  what  a 
complex  industry  aviation 
has  become. 

It  is  by  no  means  certain 
that  initially  lower  fares 
arising  from  excess  capacity 
could  be  sustained  at  a time 
when  dominant  global  alli- 
ances are  being  formed  that 
will.  In'  the  end,  reduce 
rather  than  increase  compe- 
tition. 

We  are  fully  behind  the 
UK  government's  approach 
to  the  UK-US  air  service 
t-qTVs.  which  seeks  to  ensure 
that  any  concessions  axe 
evenly  balanced  and  allow 
greats:  access  for  UK  carri- 
ers into  the  US  market  This 
requires  abolition  of  their 
restrictive  practices,  which 
your  leader  did  not  mention.’ 
specifically  the  “fly  Amer- 
ica" policy  for  all  US  public 
servants  and  the  aircraft 
teasing  restrictions  imposed 
by  the  US.  Both  these  prac- 
tices deny  UK  carriers  a fair 
access  to  the  US  market 


The  equalising  of  rules  ou 
foreign  ownership  is,  of 
course,  a two-edged  sword. 
Equalising  up  to  the  Euro- 
pean Union  level  of  49  per 
cent  is  one  thing,  the  total 
lifting  of  restriction's  quite 
another.  The  most  profitable 
airline  companies  are  all 
American  and  the  size  of 
their  domestic  market  gives 
them  hw  advantage  that  can- 
not be  matched  by  any  Euro- 
pean carrier.  Until  access 
ran  be  gained  to  that  market 
through  fair  and  open  com- 
petition, we  do  not  believe  it 
is  in  the  interests  of  British 
consumers,  the  airline 
employees  or  the  British 
economy  to  make  UK-based 
airlines  vulnerable  to  take- 
overs by  US  airlines. 

Finally,  the  issue  of  slot 
trading  is  not  as  easy  os  you 
suggest.  Who  owns  the  slots? 
The  airlines  did  not  buy 
them  and  do  not  list  them  as 
a financial  asset.  Why  then 
should  they  sell  them?  We 
cannot  ignore  the  wider 
impact  of  trading,  with  slots 
going  to  the  highest  bidder. 
As  you  say,  Heathrow  Is  full. 


Principles  of  Greenbury  and 
Hampel  apply  to  pay  issue 


From  Mr  Stephen  Byers. 

Sir.  It  might  be  helpful  if  I 
clarified  the  UK  govern- 
ment’s thinking  on  board- 
room  pay. 

Our  approach  is  driven,  as 
was  that  of  the  Greenbury 
and  Hampel  committees,  by 
the  principles  of  accountabil- 
ity, transparency  and  perfor- 
mance. We  have  therefore 
made  ft  clou-  that  we  would 
like  to  see  companies 
choosing  to  put  their  remu- 
neration policy  to  an  annual 
shareholder  vote  to  facilitate 
accountability  and  transpar- 
ency. 

In  addition,  remuneration 
committees  and  sharehold- 
ers should  measure  direc- 
tors’ performance  against 
challenging  criteria. 

The  government  has  not 


taken  a decision  to  legislate 
in  this  area  but,  equally,  we 
have  not  ruled  out  legisla- 
tion. Before  making  a deci- 
sion we  will  consult  with 
business  and  institutional 
shareholders,  and  will  moni- 
tor the  forthcoming  round  of 
annual  meetings  closely  for 
evidence  of  a more  positive 
and  responsible  approach 
from  companies  and  their 
shareholders. 

This  continues  the  policy 
established  by  my  predeces- 
sors Margaret  Beckett  and 
Peter  Mandelson. 

Stephen  Byers, 

Trade  and  industry 
secretary. 

DTI, 

2 Victoria  Street, 

London  SWlH  0ET,  UK 


City:  no  need 
to  panic  yet 

From  Mr  Paul  Wright 
Sir,  With  reference  to  the 
danger  of  the  City  of  London 
losing  its  pre-eminence 
among  European  financial 
centres  (February  15),  1 
think  we  need  panic  only 
when  French  and  German 
governments  decide  to  bring 
income  taxes  and  employers’ 
charges  down  to  the  UK 
level.  In  this  most  highly 
paid  "people  business”,  it 
would  be  prohibitive  for 
either  companies  or  individ- 
uals to  contemplate  leaving 
the  City  until  other  govern- 
ments harmonise  down- 
wards their  flscal  appetite; 
there  is  no  sign  of  that  yet. 

Paul  Wright 

1 Boulevard  de  la  Saussaye. 
92200  Neuilly-sur-Seine, 
France 
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Primakov  inter  pares 

The  Russian  prime  minister’s  popularity  may  be  at  an  all-time  high  but  the 
economic  choices  he  faces  are  grim,  says  John  Thornhill 


The  most  striking 
thing  about  Yev- 
geny Primakov  is 
that,  five  months 
after  assuming  the  premier- 
ship in  the  midst  of  a desper- 
ate economic  mess,  he 
should  be  Russia's  most  pop- 
ular politician. 

Russia  is  still  reeling  from 
the  collapse  of  the  rouble, 
the  default  on  the  govern- 
ment’s domestic  debt,  and  a 
surge  In  price  inflation,  but 
opinion  polls  suggest  the 
prime  minister  is  being  cred- 
ited with  defusing  a poten- 
tially explosive  situation. 

The  wily  former  spymaster 
and  foreign  minister  has  pac- 
ified parliament  and  regional 
governors  and  tamed  the 
country's  financial  oligarchs. 
He  has  adroitly  placed  his 
supporters  in  important  posi- 
tions, Including  In  the 
media.  The  latest  poll 
showed  Mr  Primakov  had 
overtaken  Gennady  Zyuga- 
nov, the  Communist  party 
leader,  as  the  country’s  most 
respected  political  leader. 

Yet  Mr  Primakov  must 
know  that  his  prominence  is 
ephemeral. 

The  economy  may  no  lon- 
ger be  crashing:  but  it  is  still 
crumbling.  In  spite  of  run- 
ning a trade  surplus  of  more 
than  $2bn  a month,  the  cen- 
tral bank's  reserves  continue 
to  shrink,  indicating  massive 
capital  flight.  Prices  have 
already  climbed  10  per  cent 
this  year,  while  the  average 
wage  has  slipped  to  less  than 
$60  a month. 

Russia  is  in  arrears  on  its 
Soviet-era  debt  and  could  be 
in  danger  of  defaulting  on  its 
International  Monetary 
Fimd  loans. 

The  government  is  basi- 
cally bankrupt  New  York 
City  collects  more  in  munici- 
pal taxes  than  Russia  col- 
lects federal  taxes,”  says 
Boris  Fyodorov,  the  outspo- 
ken former  finance  minister. 
“If  Primakov  does  not  do 
something  dramatic  he  win 
not  survive.  His  fate  Is 


budget  surplus  (before  inter- 
est payments)  of  more  than  3 
per  cent  of  gross  domestic 
product  this  year.  Mr  Prima- 
kov has,  in  the  past,  railed 
against  the  “young  kids" 
from  the  IMF  who  presume 
to  dictate  policy  to  Russia. 
But  Increasingly,  he  appears 
to  be  accepting  the  logic  of 
their  case. 

Last  weekend,  Mr  Prima- 
kov spelled  out  in  a speech 
the  importance  of  IMF  sup- 
port It  was  not  just  a matter 
of  hard  cash,  he  said.  The 
Fund’s  support  would  also 
keep  Russia  within  the  club 


IMF,  however,  is  likely  to 
pitch  Mr  Primakov  against 
parliament. 

Most  probably,  Mr  Prima- 
kov would  be  forced  to  sack 
Yuri  Maslyukov,  the  former 
Communist  MP  in  charge  of 
economic  policy,  and  name  a 
more  reformist  finance  min- 
ister. Mr  Primakov  would 
also  have  to  squeeze  more 
taxes  out  of  companies  such 
as  Gazprom,  the  giant  gas 
monopoly,  which  is  an 
enthusiastic  supporter  or  the 
prime  minister. 

In  jeopardising  his 
parliamentary  support,  Mr 


The  government  is  basically 
bankrupt  New  York  CHy  collects 
more  in  municipal  taxes  than  Russia 
collects  federal  taxes’ 


To  emerge  from  this  crisis 

- rather  than  just  endure  it 

- Mr  Primakov  might  pur- 
sue one  of  two  bold  strate- 
gies. The  problem  is  that 
both  are  highly  unpalatable 
to  a man  accustomed  to  lead- 
ing from  the  middle. 

The  first  would  be  to  fol- 
low the  IMF’s  recommenda- 
tions to  cut  spending,  raise 
taxes,  and  run  a primary 


of  financially  civilised 
nations.  An  IMF  deal  might 
prompt  western  creditors  to 
forgive  a large  amount  of 
Soviet-era  debt  and  release 
new  funding  from  the  World 
Bank  and  Japan.  It  could 
also  lead  to  a strengthening 
of  the  rouble,  a revaluation 
of  Russian  asset  prices,  and 
greater  foreign  direct  Invest- 
ment 

"Of  course,  at  the  end  of 
the  day  we  can  manage,  but 
it  will  be  extremely  difficult 
for  us  to  manage  without 
this  support,"  Mr  Primakov 
said. 

Striking  a deal  with  the 


Primakov  would  be  more 
vulnerable  to  Boris  Yeltsin, 
who  appears  to  be  growing 
increasingly  irritated  at  the 
presumption  of  his  prime 
minister. 

The  Russian  president 
may  have  been  sidelined  for 
the  past  few  months  but  - 
assuming  he  is  well  enough 
to  exercise  them  - he  retains 
his  constitutional  powers 
and,  presumably,  his  capac- 
ity for  springing  surprises. 
He  has  sacked  three  prime 
ministers  In  the  past  year 
and  may  yet  add  to  that 
number. 

For  that  reason,  some  of 


Mr  Primakov’s  informal 
advisers  are  urging  the 
prime  minister  to  address 
Russia's  political  conundrum 
before  be  tackles  its  eco- 
nomic problems.  Sergei  Kar- 
aganov,  chairman  of  the 
Council  on  Foreign  and 
Defence  Policy,  a think-tank, 
argues  that  Mr  Yeltsin's  vol- 
untary resignation  is  now 
essential.  Only  a new  presi- 
dent with  a popular  mandate 
has  any  chance  of  conduct- 
ing successful  economic 
reforms. 

"Previous  reforms  failed 
not  because  of  wrong  eco- 
nomic policies  but  because 
the  reformers  and  their  sup- 
porters in  the  west  had  so 
weakened  the  credibility  of 
the  government,"  he  says. 
“It  was  not  a liberal  but  a 
libertarian  approach.  Liberal 
reforms  can  be  introduced 
only  by  a very  strong  gov- 
ernment." 

Mr  Primakov  has  loudly 
disassociated  himself  from 
such  thinking,  saying  Mr 
Yeltsin  must  remain  presi- 
dent until  his  term  expires 
in  the  summer  of  2000. 

Yet  some  observers  won- 
der whether  Mr  Primakov  Is 
not  steeling  himself  for  a 
showdown  with  the  presi- 
dent. Mr  Primakov'S  current 
talks  with  political  leaders 
about  a “stability  pact”  in 
the  run-up  to  December's 
parliamentary  elections  pro- 
vide a perfect  cloak  for  him 
to  hatch  his  plots. 

Temperamentally,  Mr  Yelt- 
sin seems  as  unlikely  to  cede 
power  voluntarily  as  Mr  Pri- 
makov is  to  grab  it  by  force. 
The  uneasy  truce  between 
the  two  leaders  may  con- 
tinue for  months.  The 
default  option  in  Russian 
politics  is  always  to  muddle 
through,  which  invariably 
results  in  muddle-down. 

Mr  Primakov  may  yet  con- 
clude that  doing  nothing  is 
the  better  than  doing  some- 
thing. But  the  logic  of  the 
situation  is  rapidly  pressing 
in  on  him. 

it  always  used  to  be  said 
that  Russia  faced  a choice  of 
successful  Polish-style 
reform  and  19709-stylo  Latin 
American  inflation.  Now  the 
choice  seems  to  bo  getting 
more  alarming.  “It  is  clear 
that  for  Primakov  time  is 
naming  out,”  says  Mr  Fyo- 
dorov. “Either  we  go  in  the 
same  direction  as  the  rest  erf 
the  world  or  we  follow  North 
Korea  Into  total  isolation." 


* . ‘ • • 


By  definition,  therefore,  an 
additional  slot  on  a transat- 
lantic route  has  to  come 
from  somebody  rise  - per- 
haps a regional  service  or  a 
smaller  carrier  without  the 
resources  to  match  the  bid. 

It  is  Important  for  the 
regional  economics  and  for 
the  consumer  that  Heathrow 
(and  Gatwick)  do  not  change 
into  long-haul  airports  domi- 
nated by  the  big  companies. 
Whatever  system  of  slot  dis- 
tribution is  In  place  It  needs 
to  be  administered.  The  last 
UK  government  looked  seri- 
ously at  the  possibility  of 
slot  trading  and  shied  away 
when  it  realised  it  would 
require  three  levels  of 
administration  and  could 
lead  to  a trebling  of  airport 
charges  and  a 10  per  cent 
increase  in  fares.  The  Euro- 
pean Commission  Is  right  in 
its  approach. 

Mike  Sparham. 
assistant  general  secretary, 
British  Airline  Pilots 
Association, 

81  New  Road,  Hayes, 

Middx  UB3  SBG.  UK 
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Meeting  global 
responsibilities 


H»  most  pressing  issue 
the  Group  of  Seven  meeting  in 
Bonn  at  the  weekend  ts  the 
health  of  the  European  economy. 

other  items  on  the  aggmfo  of 
the  G7  finance  ministers  cen~ 
tral  bankers,  though  important, 
are  less  urgent. 

The  Europeans  are  keen  to 
address  reform  of  the  “interna- 
tional financial  architecture". 
The  US  will  rightly  pour  cold 
water  on  any  grand  plans.  How- 
ever, the  meeting  will  mtec  an 
opportunity  if  it  fails  to  agree  to 
proposals  by  Hans  Tletmeyer. 
president  of  the  Bundesbank,  on 
ways  to  co-ordinate  interna- 
tional financial  regulation. 
Another . issue  where  progress 
could  and  should  be  made  is 
debt-relief  for  poor  countries,  on 
which  a firm  commitment  is 
overdue. 

There  will  be  little  to  be  said 
on  any  proposals  for  exchange 
rate  target  zones:  the  US  has 
made  it  dear  it  is  not  interested. 
As  at  past  meetings,  there  will  be 
strong  wards  on  the  need  for  Jap- 
anese policymakers  to  boost  their 
dangerously  flagging  economy. 
This  discussion,  alas,  will  be 
little  more  than  a formality. 

Europe’s  economy,  therefore, 
becomes  the  focus.  This  is  the 
first  meeting  attended  by  repre-. 
sentatives  of  the  European  Cen- 
tral Bank  vested  with  fuS  mone- 
tary authority  for  the  euro-zone. 
The  ECB’s  monthly  bulletin,  pub- 
lished this  week,  makes  clear 
that  it  sees  no  room  for  lower 
interest  rates  - even  though  the 


euro-zone  economy  is  measur- 
ably weakening  while  inflation  is 
falling. 

Whn  Duisenberg,  president  of 
the  ECB,  may  find  it  easy  to  dis- 
miss the  protestations  of  Euro- 
pean finance  ministers  on  his 
own  turf.  He  will  find  It  difficult 
to  focus  on  price  stability,  to  the 
exclusion  of  all  rise,  at  a meeting 
with  all  the  G7  ministers 

and  central  bankers. 

Politics,  as  well  as  economics, 
dictates  that  the  US  press  its 
complaint  that  - at  a time  when 
most  of  the  developing  world, 
along  with  Japan,  is  in  recession 
- the  euro-zone  is  running  a 
growing  current  account  surplus^ 
This  leaves  the  US  to  absorb  the 
exports  of  crisis  stricken  econo- 
mies. In  effect,  it  means  that  the 
health  of  the  world  economy,  as 
well  as  US  prosperity,  relies  on  a 
continued  boom  in  the  US  stock 
market  . 

After  Alan  Greenspan,  chair- 
man of  the  US  Federal  Reserve, 
Mr  Duisenberg  is  the  world’s 
most  important  central  banker.  It 
is  time  for  h™  to  demonstrate 
his  understanding  of  the  interna- 
tional responsibilities  that 
accompany  this  role,  by  giving 
public  recognition  to  the  need  to 
support  European  growth.  Euro- 
pean finance  ministers  should 
reciprocate  with  a serious  com- 
mitment to  deregulation. 

Last  September,  the  G7  pledged 
to  support  growth.  A communi- 
que which  commits  all  members 
to  Tafeo  practical  steps  to  achieve 
this  Is 


Rich  men’s  rules 


The  European  Union  likes  to 
pose  as  an  enlightened  aid  donor 
and  champion  of  developing 
economies’  interests.  It  also  regu- 
larly holds  itself  up  as  a model  of 
the  virtues  of  universal  justice 
and  the  primacy  of  the  rule  of 
law.  But  the  European  Commis- 
sion is  making  a mockery  of  both 
claims  by  obstinately  resisting  a 
modest  proposal  "to  the 

world's  poorest  countries  gain  a 
fair  hearing  in  trade  disputes. 

The  proposal  calls  for  the  cre- 
ation of  a legal  aid  centre,  which 
would  advise  needy  nations  on 
World  Trade  Organisation  law 
and  help  than  with  the  costs  , of 
litigating  cases  before  WTO  dis- 
putes panels.  Many  developing 
countries,  which  constitute  the 
majority  of  WTO  members,  lade 
the  expertise  and  resources  to 
challenge  other  - governments’ 
trade  policies  and  defend  them- 
selves agpinst  complaints. 

The  WTO’s  disputes  procedures 
are  one  of  its  greatest  successes 
and  the  bedrock  of  its  authority. 
By  impartially  adjudicating  dis- 
putes and  ensuring  that  rulings 
are  enforced,  they  are  a powerful 
instrument  for  keeping  markets 
open  and  holding  members  to 
their  commitments.  Equity  and 
the  Integrity  of  the  world  trade 
system  dumnnr!  that  all  members 
should  have  access  to  them. 

Yet  the  Commission  seems 
bund  to  such  arguments.  Against 
the  Irishes  of  the  Netherlands 
and  several  other  EU  members,  it 


is  fighting  the  proposed  legal  aid 
centre.  Instead,  it  wants  the 
WTO’s  secretariat  to  do  the  job. 
But  as  the  US  has  pointed  out, 
that  would  gravely  compromise 
the  secretariat’s  impartiality. 
Brussels'  ploy  looks  suspiciously 
Him  a sabotage  mission. 

The  Commission’s  hard  line 
partly  reflects  its  determination 
to  assert  its  institutional  author- 
ity over  member  states  in  mat- 
ters of  EU  trade  policy.  So  dogged 
is  its  insistence  that  it  is  said  to 
be  ready  to  sue  EU  members  if 
they  contribute  funds  to  the  pro- 
posed. -aid  centre.  The  Comnds- 
s ton  claims  that  if  they  Ad  so, 
they  would  weaken  . cooperation 
in  the  ramvpnip  RU  interest  And 
- what  migbt  tfcat  be?^n  fids  case, 
the  answer  Seems  degnesszngfy 
clear  .^bettering?  the  Common 
Agricultural  Policy  and,  other 
sacred  BU^protectionist  ccr 

frnm  JruHriftr  ghaMmgiftg,  by  deny- 
ing many^WTO  members  the 
TTMMmn  to  motrnt  them.  - 

This  inffdent  may  seem  rela- 
tively miner.  But  what  is  impor- 
tant is.  fixe,  political  gignate  It 
sgids.  Brtsistis  nreds  to  be  dear 
what -they  am  Its  attitude  not 
cetdy  looks  meanepirtted;  it  sug- 
gests the  EU  befievds  in  one  law 
for  IhftUch  and  another  for  the 
poor.  Thai  principle  has  no  place 
ta  a civilised  society.  The  Com- 
mission should  acknowledge  as 
nmch.hy  dropping  its  in-consid- 
ered qpposltlan  in  toe  WTO  to  a 
fafr^and  sensible  proposal. 


Chirac  in  DC 


When  Jacques  Chirac,  the  French 
president,  arrives  In  Washington 
today,  he  will  know  he  is  walking 
into  the  lion's  den.  Politicians 
the  media  in  Washington 
tend  to  we  France  as  a perpetual 
irritant  to  international  relations, 
seeking  out  contrary  positions  to 
the  US  whenever  possible. 
Whether  it  be  French  opposition 
to  ttberallstog  form  trade,  hostil- 
ity to  the  hegemony  cf  the  dollar, 
or  scepticism  - to  say  the  very 
least  - about  US  policy  towards 
Iraq,  it  an  seems  tiresome  troub- 
iemaking. 

The  same  sort  of  demonteattan. 
this  time  of  the  US,  too  often 
holds  tn»  In  France,  The  nation- 
alistic saga  of  Astbix  the  G tad. 
hravtiy  holding  back  the  massed 
legions  of  Bonn  (sites  Washing- 
ton), is  ploying  to  packed  cine- 
mas to  Parts,  to  spite  of  being, 
savaged  by  fixe  critics.  Hubert 
Vfldrine.  the  French  foreign  min- 
ister,  Jan  ctaactsM  the  SB  » 
the  world’s  first  -hyperpawer”, 

raising  tore  that  ft  is  pursuing  a 
unilateralist  agenda  without 
regard  to  the  concerns  of  others. 

Such  , caricatures  are  .obrioadfr 
exaggerated,  they  do  little  to 
help  each  side. understand  the 
other.  That  matian.  because 
Franca  factor  the  moment,  poten- 
tially the  most  important  inter- 
juaiiuu  flu  WMMBfTBgiy*&  oni) 
tinenttl  Europe  the 

emerging  . eBnmxft.  H» 
German  gowmunent  has  y«  to 
resolve  its  own  internal  differ- 


ences and  present  a dear  poaa- 
tfen  on  either  international  firan- 
cbi  or  foreign  pnBntoi  The  Brit- 
ish government  is  not  part  of  the 
euro-zone  and,  anyway,  is  natu- 
rally inclined  to  suppress  any 
doubts : in  fixe  interests  of 
. Anglo-Saxon  solidarity. 

If  the  US  has  troubte  under- 
standfog  French  politics,  that  Is 
pertly  a result  of  the  complexities 
to  Bute,  where  the  conservative 
Ur  Chirac  is  to  uneasy  cdbabfte- 
tfam  with  a Socialist  prime  minis- 
ter, Uoad  Jospin.  Most  questions 
of  foreSgn  policy  are  seen  in 
nafiohidtetic  terms  in  France,  so 
it  to  very  difficult  for  either  m&n 
to  be  seen  to  gotoo  for  tooosytog 
up  to  Praddent  Cftnton. 

Neverthetess,  Mr  Cbjraii  hopes 
to  {day  a helpful  role  erf  mediator 
between  Washington  and  the 
euro-cone,  both,  cm  the  disputed 
question  of  exchange  rate  policy 
and  on  too  reform  of  the  interna- 
tional architecture  He 

win  no  doubt  be  greeted  by  US 
criticism  that  the  European  ecoo- 
Mfies  are  not  playing  their  past 
in  .maintaining  growth  and 
•abtogMng  imports  from,  the  rest 
of  the  world. 

There  are  hopeful  signs  that 
- both  cl**  an  more  wflbng  to 
Bsten  to  each  other  than  the  cari- 
catzaes  wouW  suggest,  toanks  to 


big  peace  to  Eatiovo.  Mr  Chirac 
deserves  a hearing.  But  be  must 
show  be  to  ready  to  listen  to  Mr 
Clinton,  too. 


trade  wars 


Widespread  worries  in  Europe  about  genetically  altered  crops  could  result  in  a transatlantic  trade 
- War  and  even-the  worldwide  marginalisation  of  European  farming,  says  Guy  de  Jonquieres 


I nternational  disagreements 
over  agricultural  trade  used 
tex-  be  all  about  countries’ 
efforts  to  protect  inefficient 
formers  from  foreign  competi- 
tion- No  longer.  Consumers,  not 
producers,  are  in  the  forefront  of 
the  growing  wimpajgn  to  Europe 
against  genetically  modified 
foods.  Their  concerns  are  not  bo 
do  with  cold  economics,  but  with 
the  health  and  environmental 
risks  of  using  science  to 
nattoe. 

' 'Ataxies  Europe,  there  is  a cho- 
rus of  demands  fix*  a ban  - or  at 
least  a moratorium  - both  on 
pinr«i  ittg  genetically  altered  crops 
in  Europe  and  on  the  sale  of 
imported  foods  containing  them. 
The  backlash  is  causing  conster- 
nation to  the  US,  the  world's  big- 
gest producer  and  exporter  of 
such  prodnets.  If  Europe  closed 
its  markets  to  tills  $L5bn  a year 
trade,  it  could  trigger  a conflict 
that  would  dwarf  existing  trans- 
atlantic differences  about  farm 
trade. 

The  US  te  increasingly  irked  by 
the  European  Union's  readiness 
to  bow  to  public  anxieties  about 
food  safety  by  outlawing  prod- 
ucts without  showing  they  are 
unsafe,  as  World  Trade  Organisa- 
tion rules  require.  The  WTO  has 
already  condemned  the  EU’s  12- 
year  ban  on  hermopetoeated  beef 
fra*  that  reason  and  Washington 
is  HirMfwiiwg  retaliation  if  Brus- 
sels disregards  the  ruling: 

But  the  commercial  interests  at 
stake  in  th«»  genetic  revolution 
are  far  greater  than  in  the  case  of. 
beef  - and  the  policy  issues  they 
raise  are  much  more  complex. 
“So  far,  most  of  the  trade  prob- . 
Iwng  n«snr»fatAff  with  AM  foods 

have  been  between  the  US  and 
the  EU.  But  they  will'  soon 
become  global,"  says  Professor 
Tim  Josling,  an  agricultural 
economist  at  California’s  Stan- 
ford University. 

While  European  consumers  are 
turning  their  backs  on  food  made 
from  genetically  modified  crops, 
the  high  productivity  of  these 
crops  is  nangfrng  increasing  num- 
bers of  farmers  to  turn  to  them, 
not  just  in  the  US,  but  in  most 
big  farm-exporting  countries, 
including  Argentina,  Australia, 
Brazil,  Canada,  Mexico  and 
China-  T-and  area  under  cultiva- 
tion and  the  market  value  of  out- 
put worldwide  almost  trebled  last 
year  (see  chart). 

But  the  trend  faces  growing 
opposition,  and  sot  only  in 
Europe.  Many  poor  countries 
fovour  controls  qd  international 
traJteT  to  g»net5cally"  modified 
crops  - evai  though  they  have 
previously  opposed  fixe  use  of 
trade  measures  to  enforce  envi- 
ronmental standards.  They  want 


SKIP*?-  . 


a global  agreement,  being  negoti- 
ated in  OdlomMa  tins  week,  to 
allow  governments  to  block 
imparts  of  genetically  modified 
products  nniwa  they  Hm|eni  to 
advance  to  allow  fin*  ahipmanfa^. 

Same  agricultural  trade  experts 
beBeve  that,  to  practice,  such 
ail  would  rarely  be  given. 

mu  Id  result  in  mrrrh  of  thg 

w§gfo  being  declared  off-ttmtts  to 
gBodtically  altered  oops  and  food 
-sip.  direct  conflict  with  WTO 


i.That  prospect  alarms  the  US 
and  other  large  farm  exporters. 
The  EU’s  apparent  willingness  to 
along  with  at  least  same  of  the 
or  countries'  demands  has 
added  to  Washington’s  frustra- 
ftion  and  reinforced  its  determina- 
tion to  overcome  Europe's  reluc- 
tance to-  accept  genetically 
modified  foods. 

The  OS  initially  Mamed  Euro- 
pean resistance  on  straightfor- 


ward protectionism.  But  recent 
levels  of  anxiety  in  Europe  about 
food  safety,  particularly  since  the 
outbreak  of  “mad  cow”  disease, 
has  forced  US  officials  to  recog- 
nise that  the  explanation  is  more 
complex. 

They  now  accept  that  the  fun- 
damental issue  is  one  of  public 
confidence.  Europeans  say  the 
same  thing.  But  the  two  sides 
completely  disagree  about  where 
the  problem  lies.  Many  European 
commentators  think  it  is  to  do 
with  lack  of  scientific  certainty 
about  the  effects  of  genetically 
modified  foods;  without  that, 
they  say.  consumers  will  refuse 
to  accept  they  are  safe. 

Yet  the  few.  genetically  modi- 
fied products  so  for  approved  for 
sale  in  Europe  have  undergone 
extensive  scientific  review.  As 
well  as  bring  cleared  by  the  noto- 
riously finicky  US  Food  and  Drug 
and  Administration  (FDA)  and 
other  federal  agencies,  each  has 
been  evaluated  by  numerous  sci- 
entific committees  in  Europe. 

US  officials,  on  the  other  hand, 
insist  tiie  problem  is  lack  of  con- 
fidence in  government,  not  in  sci- 
ence. They  blame  public  mistrust 
erf  genetically  modified  and  other 
novel  foods  on  the  EU’s  arcane 
system  for  regulating  food  safety, 
saying  it  encourages  decisions 
based  on  political  opportunism 
and  scaremongering,  not  scien- 
tifir.  evidence. 

The  US  and  many  other  coun- 
tries have  much  stronger  and 
more  independent  regulatory 
systems  than  the  EU.  They  are 
not  driven  by  emotion,  politics 
and  the  whims  of  princes  oij 
kings,  but  by  genuine  health  com 
cams,"  says  Peter  Scher.  the 
senior  US  form  trade  negotiator. 

Even  EU  officials  share  US  mis- 
givings about  the  system,  to 
which  requests  for  product 

approvals  are  trundled  through  a 
labyrinth  cf  committees  in  mem- 
ber states,  the  European  Commis- 
sion and  the  Council  of  Ministers. 


They  say  the  procedures  not  only 
lead  to  long  delays  but  under- 
mine public  accountability. 

“The  system  seems  almost 
designed  to  allow  politicians  to 
Shirk  difficult  dpciginns  and  score 
cheap  points  by  playing  to  popu- 
lar fears  about  GM  foods,"  says 
one  European  diplomat  That  be 
says,  whips  up  more  public  resis- 
tance, which  ministers  thpn  use 
to  justify  further  delay  and  inde- 
cision. 

In  practice,  the  buck  usually 
stops  with  the  European  Commis- 
sion, which  has  to  decide  on 
product  approvals  when  member 
states  cannot  agree.  It  faces  an 
unenviable  dilemma  if  it  vetoes 
products,  without  dear  scientific 
evidence  that  they  are  unsafe,  it 

'Most  of  the  trade 
problems  have  been 
between  the  US  and 
the  EU.  But  they  will 
soon  become  global’ 


risks  violating  WTO  rules.  But  if 
it  approves  them,  it  risks  inciting 
rebellion  from  its  member  states 
and  a popular  backlash. 

Austria.  Luxembourg  and 
France  have  recently  blocked  the 
sale  of  genetically  modified  crops 
approved  by  Brussels.  The  Com- 
mission is  preparing  legal  action 
against  France.  But  it  fears  that 
cracking  the  whip  too  bard  could 
lead  member  states  to  ignore  it 
and  press  ahead  with  bans  on 
such  products,  causing  the  EU’s 
single  market  to  disintegrate. 

An  EU-wide  ban.  whether  insti- 
tuted or  not  by  Brussels,  would 
almost  certainly  be  challenged  by 
the  US  in  the  WTO.  President  Bill 
Clinton's  administration  is  under 
growing  pressure  from  the  pow- 
erful US  form  lobby  to  step  up 


attacks  on  barriers  to  its  exports, 
to  offset  the  impact  of  foiling 
commodity  prices  and  shrinking 
Asian  markets. 

Nonetheless,  trade  policy- 
makers  in  Brussels  and  Washing- 
ton are  anxious  to  prevent 
another  conflict,  when  they  are 
already  locked  in  disputes  over 
bananas  and  beef.  These  have 
already  placed  severe  strains  on 
the  WTO  and  threaten  US  and 
EU  hopes  of  co-operating  on  the 
launch  of  a new  trade  liberalisa- 
tion round. 

But  can  a way  out  of  the 
impasse  be  found?  The  US  says 
the  solution  is  for  the  EU  to 
entrust  food  regulation  to  an 
independent  authority  with  the 
powers  and  stature  of  the  FDA  - 
as  it  has  already  done  for  phar- 
maceuticals. But  many  European 
observers  reckon  that,  even  if  EU 
governments  agreed  to  create 
such  a body,  it  might  not  find  it 
any  easier  than  the  Commission 
to  impose  derisions  on  them  and 
on  sceptical  consumers. 

So  another  option  is  mandatary 
lahpTHng  of  genetically  modified 
foods  in  shops.  Such  schemes 
have  long  been  opposed  on  prin- 
ciple by  EU  form  ministers  and 
the  US.  which  fears  they  would 
discriminate  against  its  exports. 
Nonetheless,  Washington  has 
recently  warmed  to  the  idea  as  a 
way  of  settling  its  dispute  with 
the  EU  over  hormone-treated 
beet 

But  devising  a labelling 
scheme  for  such  foods  would  be 
complex,  involving  difficult  deci- 
sions about  which  products 
should  be  covered  and  what 
labels  should  say.  A further  prob- 
lem is  that  almost  all  main- 
stream US  crops  wfll  probably  be 
genetically  modified  in  10  years’ 
time,  or  mixed  with  products  that 
are.  That  could  mean  most  US 
food  exports  would  have  to  carry 
labels,  which  nervous  European 
consumers  might  take  as  a 
health  warning. 


A third  possibility  is  that  the 
European  public  will  overcome 
its  reservations  about  genetically 
modified  foods.  That  may  seem  a 
long  shot.  Few  EU  politicians  ore 
prepared  to  speak  up  for  them, 
and  an  advertising  campaign  by 
Monsanto,  the  US  biotechnology 
company,  intended  to  reassure 
Europeans  about  genetic  food  sci- 
ence, backfired  disastrously. 

Nonetheless,  some  observers 
think  the  attitude  of  European 
formers  will  prove  decisive.  "So 
far,  they  have  stayed  out  of  the 
debate,”  says  an  EU  agriculture 
official  “One  explanation  is  that 
they  have  less  incentive  than  US 
farmers  to  improve  efficiency, 
because  they  are  so  heavily  sub- 
sidised. Another  is  that  GM  tech- 
nologies have  so  for  been  applied 
mainly  to  crops  such  as  soya, 
maize  and  cotton,  of  which 
Europe  is  not  a big  producer." 

- However,  he  says  that  EU  farm 
spending  faces  a remorseless 
squeeze,  while  genetic  technolo- 
gies designed  for  mainstream 
European  crops,  such  as  wheat 
and  sugar  beet,  will  soon  come 
on  stream.  “At  some  point,  these 
developments  should  cause  Euro- 
pean farmers  to  start  lobbying 
for  GM  products  out  of  commer- 
cial self-interest,"  he  says. 

When,  if  ever,  that  point  will 
be  reached  is  highly  uncertain. 
But  if  public  and  political 
demands  for  a European  ban  on 
genetically  modified  foods 
become  irresistible,  two  out- 
comes will  become  increasingly 
likely.  One  is  that  the  EU’s  trade 
relations  with  the  US  and  other 
big  agricultural  exporters  would 
he  subject  to  growing  strife. 

The  other  is  that  rejection  of 
scientific  advances  would  con- 
sign European  agriculture  to  a 
backwater.  There  is  a risk  that  a 
sizeable  gap  would  open  up  with 
modem  farming  technologies  in 
use  in  the  US  and  elsewhere." 
says  Prof  Josling.  "I  am  not  sure 
Europe  is  prepared  for  that” 


OBSERVER 


Marching  on 
the  Reichstag 

The  deployment  of  German 
troops  used  to  be  one  of  the 
thorniest  issues  to  European 
poKcs.  But  ttiese  days  the 
Bundonwohr  appears  more 
relaxed  about  where  it  sends  its 
boys  and  what  they -get  up  to.  So 
tomorrow  just  more  than  a 


thousand  strapping  fads  in 
uniform  wB  spend  a few  hours 
muttering  and  chattering  away  in 
Berth's  newly  renovated 
praSarnant  bufiefing.  . 

The  soidfers  wffl  be  h the 
Reichstag  debating  chamber  to 
do  their  bit  for  democracy.  The 
diaMn  is  to  test  the  bidding's 
acoustics,  just  in  case  hs 
dbteictive  glass  canopy  ampfifies 
toe  whispers  of  parfiamentarians 
down  below  - raising  the 
prospect  of  chaotic  debates  and. 
even  worse,  aBowing  the  private 
asides -of  MPsto  waft  up  to 
unsuspecting  vistas  peering 
down  iroro  toe  observation  deck. 

Sr  Norman  Foster,  the  Brfiish 
arohftBct  who  oversaw  fixe  • 
renovation  of  the  buBdng.  opted 
for  a glass-heavy  design  armed 
at  bringing  ffrater  traisparency 
to  the  toner  worMngs  df 
democracy,  race  Idea,  but  too 
nwch  transparency  could  be  too 
much  cf  a good  thing.  , 

Blue  bottoms 

Stone-washed  jams  ae  not  the 
fashion  statement  they  used  to 


be  - and  ft's  begfrmfeig  to  give 
Novo  Nordbk  the  blues. 

Apert  from  being  a global 
leader  in  insulin  production,  toe 
Danish-based  company  is  the 
world's  largest  producer  of 
industrial  enzyme  products  - it 
markets  around  600  of  them  to 
manufacturers  of  everything  from 
detergents  to  beer.  As  for  jeans, 
It’s  an  enzyme  that  gives  them 
that  casual,  washed-out  look  - it 
is  called  “bio-stoning’  - before 
they  leave  the  factory. 

But  whBe  higher  global 
demand  for  insuEn  helped  Novo 
record  Impressive  earnings 
growth  in  1998,  the  fashionable 
preference  for  black  and  more 
black  when  It  comes  to  jeans 
means  toe  bottom’s  dropped  out 
of  enzyme  sales.  Not  to  mention 
toe  jeans. 

US  of  Acrimony 

It’s  supposed  to  be  a friendly 
get-together.  But  Saturday’s 
gathering  of  the  Group  of  Seven 
finance  ministers  near  Bonn  has 
been  creating  trouble  between 
the  US  and  its  European  partners 
for  some  fona 

German  finance  minister  Oskar 
Lafontafne,>who’s  also  hosting 
the  meeting,  has  afienated  the 
European  Commission  by  tryfeig 
to  appease  Uncle  Sam.  The 
Americans  objected  to  the 
Erapean  Union’s 
mfad-boggfingfy  complex 
proposals  to  have  the  11-nation 
euro-zone  represented  at  the 
meeting. 


Needled  by  US  complaints  that 
toe  G7  “chib”  would  be  packed 
with  a host  of  unfamiliar  faces, 

Mr  Lafontaine  decided  to  limit 
toe  euro  11  delegation  to  Wim 
Duisenberg,  the  president  of  the 
European  Central  Bank,  and 
marginalise  the  Commission. 
Instead  of  allowing  It  into  toe 
talks  as  part  of  an  EU  delegation, 
Lafontaine  has  said  its 
representative  must  be  included 
in  the  German  team  and  will  not 
be  aBowed  into  toe  ministerial 
paw-wow. 

Yves-Thfbauit  de  Silguy,  the 
commissioner  responsible  for 
monetary  affairs,  is  hopping  mat, 
and  sounding  off  about  the 
Lafontaine  wheeze  to  all  and 
sundry,  ft  neither  complies  with 
arrangements  solemnly  endorsed 
by  EU  leaders  at  their  Vienna 
summit  in  December  nor  ensures 
that  the  euro  countries  wDI  be 
property  represented  at  the 
meeting,  he  harrumphed. 

Observer  reckons  it’s  a safe 
bet  de  Sflguy  won’t  be  the  only 
one  compfafomg.  Wait  now  for 
the  smafer  euro  11  nations  to 
round  on  Oskar. 


Holy  Poles 


Poland^  prayers  have  been 
answered!  The  country's  soon  to 
fulfil  its  ambition  to  become  a 
Nafo  membra’,  as  president 
Aleksander  Kwasniewski  Is  only 
too  keen  to  point  out  If  anyone 
doubts  the  Poles  are  ready  to 
join  toe  alliance,  Kwasniewski 
brandishes  a prayer  book. 


But  that* s not  as  strange  as  it 
might  sound.  The  little  green 
booklet  has  been  published  in 
both  English  and  Polish  by 
Archbishop  Siawoj  Gkxiz.  chief 
Catholic  chaplain  to  the  armed 
forces.  Designed  for  toe  Polish 
armed  forces,  it’s  supposed  to. 
come  In  handy  for  church 
services  with  other  catholic 
countries  In  the  alliance  - Italy  or 
Franca  for  example. 

With  Poland  poised  to  become 
a fully  fledged  Nato  member  In 
time  for  toe  April  summit  in 
Washington,  Kwasniewski  shows 
the  holy  book  to  visitors  with  the 
wry  remark:  “When  Nato  asks  me 
if  we're  ready  for  membership  I 
just  show  them  this". 

Off  its  perch 

Not  much  to  sing  about  if  you're 
a rainbow  lorikeet  currently 
perching  in  New  Zealand.  The 
brash  and  colourful  Australian 
bird  is  being  expelled  from  the 
country  because  it's  threatening 
to  snuff  out  dowdier  locals. 

Conservation  minister  Nick 
Smith  has  declared  it 
bird-non-grata  because  it  eats 
toe  same  food  as  the  black  and 
white  tui  and  the  kakariW  - birds 
that  “go  to  toe  core  of  what  it  Is 
to  be  a New  Zealander”. 

“I  don't  want  Auckland  to 
become  just  another  Aussie  dty 
devoid  of  New  Zealand  bird  fife. 

If  people  want  lorikeets  they  can 
have  them  in  a cage  or  go  to 
Australia,”  he  says,  it’s  enough  to 
make  a kookaburra  cackle. 


100  years  ago 

Spanish  Senate  Crisis 
Madrid,  17fo  February. 

Cabinet  Council  held 
yesterday  evening,  under  the 
presidency  of  Senor  Sagasta, 
was  unanimous  in  refusing  to 
accept  the  resignation  of 
Senor  MonteroRios  as 
President  of  the  Senate.  The 
Government  Is  said  to  be 
resolved,  should  he  insist  upon 
resigning,  to  publish  a decree 
officially  refusing  to  accept  his 
resignation.  The  opinion 
prevails  in  political  circles  that, 
if  the  Cabinet  is  called  upon  to 
resign,  a new  Liberal  Ministry 
will  be  formed,  but  not  with 
Senor  Sagasta  at  Its  head. 


50  years  ago 

IsraeTs  Economy 
The  Israelis  like  to  compare 
their  country  with  Switzerland 
in  more  than  one  respect. 
They  would  like  to  remain 
neutral  In  another  world  war. 
They  want  to  develop  a tourist 
industry,  and,  although  short 
of  most  industrial  materials, 
they  want  to  become  a 
manufacturing  centre. 
Industrially,  toe  country  had 
already  progressed  before  and 
dirfng  the  second  world  war, 
when  Jewish  Palestine  was 
one  of  toe  most  important 
work  and  repair  shops  of  the 
[Britishl  Eighth  Army. 
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Diving  Dell 


When  a stock  Is  trading  on  nearly  100 
times  earnings,  investors  expect  perfec- 
tion, and  rightly  so.  Dell's  latest  results 
contained  a blemish.  Earnings  rose  by 
more  than  50  per  cent  for  the  12th  quarter 
In  a row.  But  revenue  growth  slowed  to  38 
per  cent  from  an  average  of  56  per  cent 
over  the  past  two  years.  Worries  that 
Dell's  days  of  easy  market  share  gains  are 
over  have  knocked  more  than  20  per  cent 
off  the  shares  In  three  days. 

Those  fears  look  overdone.  Dell's  man- 
agement admits  it  missed  a trick  in  the 
fourth  quarter;  it  did  not  cut  prices  fast 
enough.  The  group  still  hit  its  earnings 
targets,  since  fetter  margins  made  up  for 
the  lower  revenue  growth.  But  that  was  of 
little  comfort  to  a Wall  Street  focused  on 
top-line  momentum.  Of  course,  investors 
are  right  to  be  watching  like  hawks  for 
signs  of  mortality  at  DelL  However,  they 
should  not  ignore  Its  fundamental 
strengths. 

Dell's  model  of  direct  MiHng  looks  allur- 
ingly simple.  But  it  has  developed  its 
infrastructure  and  service  culture  over  15 
years.  While  IBM,  Compaq  and  Hew- 
lett-Packard struggle  to  catch  up,  DeH  is 
migrating  to  selling  over  the  internet,  far- 
ther cutting  costs.  With  Dell  growing  at 
three  times  the  Industry  rate  of  15  per 
cent,  forecasts  of  30-40  per  cent  compound 
annnal  namings  growth  over  thfi  wart  five 
years  do  not  look  outlandish. 

The  drop  in  the  forward  price/eamings 
ratio  from  70  to  55  leaves  the  shares 
looking  attractive. 

Duty-free 

In  a supposedly  common  market,  the 
debate  on  duty-free  gets  more  surreal  by 
the  minute.  It  is  high  timp  to  ahnlfeh 
duty-free  within  the  European  Union.  It 
distorts  competition  and  subsidises  cer- 
tain travellers  at  the  expense  of  others, 
not  to  mention  those  who  stay  at  home. 

The  problem  is  what  comes  next  Post 
duty-free,  ferry  passengers  stocking  up  on 
goodies  between  the  UK  and  France  will 
he  exposed  to  four  different  tax  rates. 
There  win  be  two  VAT  rates.  And  on  each 
leg  of  the  trip,  two  excise  duties  will 
apply,  depending  on  whether  the  goods 
are  sold  in  UK  or  French  waters.  Tax 
lawyers  will  be  in  heaven.  Consumers  wffl 
curse  as  they  try  to  squeeze  their  shop- 
ping in  the  cheapest  -if  muddiest  - bit  of 


Dad  Computer 

Stare  prta  refctfw  to  the  Stf  Compodte 


water.  Sorting  through  how  best  to  man- 
age this  process,  and  exploring  options  to 
simplify  it  will  take  time.  One  Idea  might 
be  at  least  to  impose  the  same  excise  duty 
throughout  one  trip,  as  would  be  the  case 
with  VAT.  The  risk  is  that  the  duty-free 
lobby  exploits  the  confusion  to  win  a stay 
of  execution.  The  European  Commission 
should  resist  this. 

As  far  as  the  UK  is  concerned,  the  aboli- 
tion of  duty-free  merely  draws  attention 
again  to  how  high  its  excise  rates  are 
relative  to  most  European  Union  mem- 
bers. But  then,  as  proponents  of  the  with- 
holding tax  will  remember,  the  UK's  is 
supposed  to  be  a government  that  believes 
in  healthy  tax  competition  between  conn- 
tries. 

Mobile  advertising 

They  call  it  ward  of  mouse.  Free  or 
deeply  discounted  internet  services  are 
springing  up  all  over  the  web.  Access  to 
the  internet  itself  is  one  such  service.  The 
“word"  spreads,  the  eyeball  count  shoots 
up,  and  the  advertisers  pile  in.  Internet 
entrepreneurs  hope  the  advertising  will 
compensate  them  for  giving  away  the 
product  free.  Mobile  phones,  as  just 
another  distribution  channel,  could  try 
the  same  trick:  giving  away  air-time  in 
exchange  for  piping  advertising  jingles  to 
users.  Many  will  refuse  the  sweetener,  but 
some  - say  cash-strapped  teenagers  - 
may  lap  it  up. 

But  substituting  advertising  income  for 
subscription  income  Is  not  exciting.  Far 
more  important  is  how  mobile  operators 
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tap  into  the  internet  potential  Wireless 
devices  will  Increasingly  allow  for  inter- 
net access,  and  mobile  operators  could 
turn  into  another  type  of  internet  service 
provider.  Their  challenge  is  to  become  not 
just  the  network  that  gets  mobile  users 
hooked  on  to  the  internet,  but  also  helps 
them  navigate  around  iL  Fixed-tine  inter- 
net service  providers  do  this  already  by 
establishing  portals,  or  shop-windows  for 
the  internet,  where  retailers  advertise 
their  web-sttes. 

The  cannier  mobile  operators  will  try  to 
replicate  something  like  this  for  the  wire- 
less world,  thereby  earning  incremental 
advertising  revenue.  But  the  competition 
will  be  fierce,  from  the  manufacturers  to 
the  established  internet  players. 

BP  Amoco 

What  better  year  to  wield  the  axe  than 
when  the  price  of  oil  is  a painfully  low  $10 
a barrel.  At  this  price,  BP  Amoco  makes 
□o  money  in  cash  terms  after  paying  its 
regular  bills.  So  the  31-5bn  restructuring 
charges  will  push  up  debt.  It  is  no  wonder 
the  timetable  for  achieving  S2bn  savings 
has  been  accelerated  and  capital  spending 
slashed  from  JlO.lbn  to  $7bn.  In  one  sense 
it  is  a pity  that  only  Sibn  of  disposals  are 
allowed  under  “pooling  of  interest”  rules. 
But  anything  that  eased  the  sense  of 
urgency  this  year  might  be  counter- 
productive. 

As  it  is,  1999  win  be  a year  to  -forget 
The  savings  could  easily  be  wiped  out  if 
the  oO  price  and  cher^l ca la  margins  stay 
as  low  as  in  the  fourth  quarter.  The  one 
plus  point  in  “running  to  stand  still” 
scenario  is  that  BP  Amoco  should  look 
relatively  resilient  compared  with  its 
peers.  Only  the  even  bigger  combination 
proposed  by  Exxon/Mobil  will  have  simi- 
lar duplications  to  strip  away.  The  cost- 
cutting story  - made  more  convincing  by 
the  BP  management’s  assertiveness  - will 
doubtless  run  for  another  year  or  so.  If 
the  total  exceeds  S3bn,  that  alone  would 
plug  most  of  last  year’s  drop  in  mmhinqfl 
operating  profits  to  S6.4bn. 

But  to  whet  investors’  appetites  longer 
term,  BP  Amoco  will  need  to  sound 
equally  convincing  that  its  reshaped  port- 
folio can  take  full  advantage  of  an  upturn. 
A story  of  well-managed  shrinkage  cannot 
sustain  the  current  chunky  premium  to 
Royal  Dutch/Shell. 
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IIS  vtcB-prMtdant  Al  Gore  groats  South  African  leader  Nelson  Mandela 
and  Ms  deputy  Thabo  Mbeki  in  Cape  Town  during  a three-day  visit 
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Europe  today 

Franca  and  the  Low  Courtries  will 
turn  mJIdar  but  wW  be  rather 
cloudy  with  patchy  rain  slowly 
clearing  away  eastwards.  Western 
Norway,  Denmark,  western  Ger- 
many and  Switzerland  win  stay 
cold  with  snow  edging  In  from  the 
west  this  afternoon.  Most  of  Spain, 
Portugal  and  Italy  wiH  be  quits 
sunny  although  north  east  Spain 
wfll  have  showers.  A cold  wind  wffl 
cross  Italy.  Greece  wiH  be  unset- 
tled with  heavy  showers  but 
Cyprus  should  stay  fine  and  quite 
warm 

Five-day  forecast 

Central  and  north-west  Europe  wifl 
be  unsettled  with  rain.  It  wffl  be 
mid  tomorrow  with  snow  confined 
to  the  mountains,  but  tmuperaUnea 
will  drop  again  later  in  the  week- 
end. Another  heavy  fell  of  snow  fa 
expected  over  the  Alps  on  Satur- 
day. The  western  Mediterranean 
wfll  stay  settled  and  quite  sunny. 
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Israel  risks  US  sanctions 
over  software  piracy 

Washington  issues  warning  after  government  fails  to  lighten  laws 


By  Jody  Dempsey  hi  JerunJam  

Israel  risks  sanctions  under  US  trade 
law  unless  It  enforces  legislation  to 
combat  pirated  music,  software  and 
compact  discs,  US  diplomats  warned 
yesterday. 

The  warning  followed  repeated  US 
requests  to  the  IsreeEL  government  to 
Hghtgn  legislation. 

“ We  have  not  seen  as  much  prog- 
ress as  we  like  to,”  said  Edward 
Walker,  US  ambassador  to  Israel. 
"Israel's  fundamental  interest  most 
be  protecting  intellectual  property 
rights." 

Sanctions  would  undermine 
Israel's  export  growth,  increasingly 
driven  by  *h<»  high  technology  nrtfi 
software  sectors.  Software  exports 
grew  15  per  cent  last  year,  reaching 
aVnvwt  3600m,  while  high-technology 
exports  exceeded  SZSIxl. 

The  piracy  of  software,  particu- 
larly CDs.  has  also  spread  to  areas 
controlled  by  the  Palestinian 
Authority.  US  officials  say.  Recently, 
Israelis  and  Palestinians  involved  in 
the  counterfeiting  business  set  up 


two  manufacturing  units  in  the  West 
Bank  cities  of  Hebron  and  Nablus  to 
produce  pirated  CDs.  Once  manufac- 
tured, the  software  is  transported  to 
Israel  where  It  is  distributed. 

US  companies  have  repeatedly 
complained  about  Israel's  failure  to 
protect  Intellectual  property  rights. 
The  International  Intellectual  Prop- 
erty Alliance  - which  lobbies  on 
behalf  of  Industry  for  copyright  pro- 
tection - this  week  asked  Charlene 
Barahabky,  the  US  trade  represents- 
five,  to  name  Israel  a "priority  for- 
eign country"  under  US  trade  law  - 
a provision  which  would  give  Israel 
six  rnmtth^  to  take  action  or  face 
sanctions. 

US  companies  claim  to  have  lost 
over  SlTOm  in  revenues  during  1997 
because  of  Israel's  export-driven 
pirate  CD  market.  US  ftfWrtula 
warned  that  other  companies  would 
not  invest  in  Israel  or  provide  ven- 
ture capital  unless  legislation  was 
tightened. 

According  to  the  Business  Soft- 
ware Alliance  (BSAk  the  US-based 
industry  lobby,  nearly  TO  per  cent  of 


Pakistan  ponders  call  for  bond 
rescheduling  as  debt  talks  near 


By  Pater  Monfagnoa  and  Mh  Bofcbwl 
In  Islunibad 

Pakistan  is  to  begin  formal  t»ik« 
with  commercial  bank  creditors  an 
rescheduling  3800m  in  debt  around 
thp  eng  of  the  Trvxntv 

But  it  will  defer  a decision  on 
whether  to  proceed  with  a controver- 
sfal  request  from  government  credi- 
tors that  it  also  reschedule  over 
3500m  in  international  bands.  Fur- 
ther taikrt  on  rescheduling  the  bonds 
would  be  held  with  the  Paris  Club  of 
government  creditors  next  month, 
Ishaq  Dar,  minister,  in 

an  interview. 

Pakistan  awH  its  commercial  credi- 
tors were  taken  aback  by  the  Paris 
Club's  recent  request  Rescheduling 
of  bonds  is  rare  and  difficult  because 
the  owners  of  such  hearer  securities 
are  often  impossible  to  trace.  Costa 
Rica,  Guatemala  and  Panama  - res- 
cheduled bonds  in  the  2080s  but  only 
on  a voluntary  bante. 

Many  government  creditors  hope  a 
precedent  can  be  set  that  could  be 


applied  later  to  Russian  debt, 
although  some  worry  that  the  Paris 
Club  will  agree  lenient  terms  with 
Pakistan. 

Mr  Dar  said  he  would  have  pre- 
ferred not  to  include  bonds  in  the 
rescheduling  because  of  tha  poten- 
tial Impact  on  Pakistan’s  future 
access  to  the  securities  market.  "It’s 
not  a matter  of  reaching  a unilateral 
decision."  he  added, 

"It’s  a matter  of  working  together 
with  the  Paris  Club,  because  they 
also  have  no  experience  in  this 
regard.  We  might  well  come  out  with 
the  result  that  [rescheduling  bonds] 
is  something  only  good  to  think 
about  but  not  practical  to  imple- 
ment” 

■ Even  without  the  bond  contro- 
versy, bankers  are  still  sceptical  of 
speedy  progress  on  the  commercial 
rescheduling.  At  least  two  banks 
have  turned  down  invitations  to 
chair  the  steering  committee  of  lead- 
ing creditors,  while  Mr  Dar  indicated 
he  would  drive  a hard  bargain,  seek- 
ing terms  comparable  with  the  Paris 


Club,  which  said  it  would  grant  an 
exceptionally  long  maturity  of  up  to 
20  years. 

There  remain  nagging  worries 
about  Pakistan’s  ability  to  stick  to 
the  International  Monetary  Fund 
programme  on  which  an  reschedul- 
ing efforts  depend.  By  the  end  of 
March,  Pakistan  must  cut  its  maxi- 
mum import  tariff  from  45  per  cent 
to  3S  per  cent  and  increase  electric- 
ity prices  by  Ii  per  cent.  Chi  top  of 
an  elimination  of  earlier  subsidies, 
this  will  mean  effective  prices  to 
power  consumers  wiH  rise  by  nearly 
90  per  cent  by  September. 

The  government  must  also  abolish 
the  manipulated  official  and  compos- 
ite exchange  rates  before  June.  That 
could  prove  expensive  because  the 
central  bank  has  given  forward 
cover  at  the  official  exchange  rate  of 
Rs46  to  the  dollar  on  S5bn  in  non-res- 
ident deposits  in  the  banking  sys- 
tem. 

Warning  for  bond  In  waters,  Page  6 
Capital  markets,  Page  20 
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all  software  Installed  on  computers 
in  Israeli  businesses  in  1996  was  ille- 
gal. 

Israeli  trade  ministry  officials  said 
they  were  talcing  measures  to  push 
through  new  legislation.  They 
pointed  out  that  the  maximum 
prison  sentence  for  piracy  was 
already  three  years  and  the  maxi- 
mum fine  Shkibn  (1347m). 

But  Deborah  Schwartz,  economic 
affairs  counsellor  hi  the  US  embassy 
In  Tel  Aviv,  said  that  of  tha  225 
criminal  cases  of  piracy  brought 
before  the  courts  last  year  "not  one 
single  sentence  was  made  and  there 
has  been  no  movement  on  the  legis- 
lative front.  What  is  taking  place  in 
Israel  la  plain  burglary* 

Israeli  recording  artists  are  also 
demandingtougher  action.bhak  Ash- 
dot,  composer  and  board  member  of 
Israel's  Society  of  Authors,  Compos- 
ers and  Music  Publishers,  said  art- 
ists were  no  longer  willing  to  record 
in  Israel  because  of  piracy.  Artists, 
he  added,  were  losing  between  32m 
and  33m  a year  in  royalties  and 
copyright  fees. 
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BNP  plan  receives  French  backing 

The  French  government  has  welcomed  plans  by 
Banque  National  de  Paris  to  play  a leading  role 
In  the  privatisation  of  Credit  Lyonnais,  and  its 
offer  to  guarantee  Jobs  at  its  rival  In  the  evert  of 
an  alliance.  Analysts  say  BNP's  plan  to  maintain 
two  separate  networks  but  share  a platform  of 
products  is  viable.  Page  14 

Small  town  broker  branches  out 

Edward  Jones,  the  Missouri-based  broker  that 
is  one  of  the  few  remaining  partnerships  In  the 
US  financial  services  sector,  has  thrived  for 
decades  by  selling  stocks  and  mutual  fonds 
through  one-man  offices  in  smalltown  America. 
Now,  ft  is  talking  of  expanding  in  the  UK  and 
continental  Europe.  Page  16 

Japan  succumbs  to  the  internet  bug 

In  the  past  few  months  the  US  frenzy  for  the 
internet  has  spread  to  Japan.  Internet-rebated 
stocks  have  soared,  pushed  up  by  the  internet's 
perceived  growth  opportunities  and  alack  of 
investment  alternatives.  However,  it  is  uncertain 
that  internet  growth  in  Japan  can  accelerate 
enough  to  justify  current  valuations.  Page  15 

Softbank  sells  3m  Yahoo!  shares 

Softbank,  the  Japanese  software  company  beat 
known  for  its  Internet  investments,  has  sold  3m 
shares  in  Yahoo!,  the  US  internet  seoch  engine 
company,  to  cover  consolidated  pre-tax  tosses 
from  other  investments.  The  company  plans  to 
use  the  proceeds  to  make  further  internet 
investments  - something  that  has  proved  more 
profitable  than  Its  software  operations.  Page  15 

Updated  systems  enhance  Cairo 

Hopes  for  a faster  pace 
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of  privatisations  and 
initial  pubDc  offerings 
from  family-owned 
Egyptian  companies 
have  risen  with  the 
announcement  that  the 
Egyptian  Stock 
Exchange  has  Inaugu- 
rated its  automated 
trading,  clearance,  set- 
tlement and  surveil- 
lance systems.  Key  to 
attracting  the  private  sector  to  the  market  has 
been  the  need  to  assure  companies  that  the 
ESE  Is  capable  of  overseeing  a high  volume  of 
trade  while  ensuring  transparency.  Page  32 

Futures  price  index  at  24-year  low 

World  commodity  markets  showed  renewed 
signs  of  weakness  as  crude  oil  prices  slipped 
below  $10  a barrel  in  London  and  the  broad- 
based  Bridge/CRB  Futures  Price  Index  fell  to  a 
new  24-year  low.  Page  22 

Greece  to  extend  bond  maturities 

Greece  will  Issue  its  first  20-year  bond  in  the 
second  quarter  Kid  plans  to  bring  its  debt  pro- 
file into  line  with  the  rest  of  the  European  Union 
by  Issuing  a 30-year  bond  before  the  year-end. 
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OIL  GROUP  HOPES  TO  FINlj  $2BN  SAVINGS  A YEAR  EARLIER  THAN  FORECAST  TO  IMPROVE  COMPETITIVENESS 

BP  Amoco  to  cut  costs 


By  Robert  Corzhe  in  London  - 

BP  Amoco,  the  recently 
merged  oil  group.  is  to  acceler- 
ate its  integration  to  try  to 
deliver  $2hn  of  projected  cost 
savings  and  synergies  within' 
12  months,  almost  a year  ear-, 
her  than  forecast  . . 

Most  of  the  savings  would 
come  in  the  US,  Sir  John 
Browne,  chief  executive,  said 
yesterday.  That  would  account 
for  60  per  cent  of  the  merger 
synergies,  with  most  of  the 
remainder  in  the  ..UK  and 
Europe.  • 

Sir  John  announced  mea- 
sures aimed  at  improving  com- 
petitiveness at  a time  when  all 
three  of  BP  Amoco’s  main 
business  areas  are  under  finan- 
cial pressure. 

Worldwide  job  losses  at  the 
combined  group  are  to  be 
accelerated,  with  an  miiBtirmai 
3,000  jobs  - many,  of  them 
managerial  and  professional  — 
to  be  eliminated  tMg.  year  on 
top  of  the  7,000  that  have  gone 
since  the  merger  seven  weeks 
ago.  About  .20  per  cent  of  the 
combined  white  collar  work 
force  will  be  affected. 


The  company  Intends  to  taka 
a $1.5bn  special  charge  this 
year  to  cover  -the  cost  of  the 
job  losses^  ‘ 

The  deterioration  of  trading 
conditions  was  reflected  in  a 
84  pea*  cent  fall  in  fun  year 
consolidated' profits  to  $4.5hn, 
one  of  the  better  performances- 
anwmg  the  large  international 
integrated  oil  groups.  Consoli- 
dated fourth  quarter  profits 
wore  S87Sm  before  exceptional 
items  but  after  adjusting  for 
special  charges  of  3351m. 

These  include  345m  In 
merger  costs  and  a 8200m  wri- 
tedown on  British  Petroleum's 
10  per  cent  share  of  Sdanco, 
thp  troubled  Russian  oil  com- 
pany which  has  recently  gone 
into  a form  of  administrative 
bankruptcy. 

The  Sidanco  writedown  is 
seen  as  especially  sensitive, 
given  that  the  decision  to  do 
the  deal  at  the  end  of  1997  was 
one  of  Sir  John’s  few  obvious 
miscalculations  since  he 
assumed  his  position  three 
years  ago. 

Although  Brent  crude  oil 
prices  yesterday  foil  through 
the  bottom  of  their  recent  trad- 


ing range  of  810-812,  Sir  John 
Insisted  that  “the  future  has 
-not  been  cancelled”  by  what 
be  called  the  “very  difficult 
environment" 

He  alBO  repeated  his  view 
that  erode  prices  below  $10  a 
barrel  were  unsustainable, 
because  the  resulting  cuts  in 
investment  would  affect 
the  supply  and  demand  funda- 
mentals of  the  global  industry. 
\ For  planning  purposes  BP 
Amoco  is  looking  at  an  $11 
average  for  the  year. 

In  the  upstream  sector,  BP 
Amoco  is  to  focus  this  year  on 

improving  margin*  high  mar. 

gin  production  at  the  expense 
of  volumes,  which  are  likely  to 
be  flat. 

- Exploration  and  production 
profits  in  the  fourth  quarter 
were  down  67  per  cent  to 
8747m. 

Exploration  expenditure  +ht« 
year  will  be  focused  on  four 
areas  which  offer  the  potential 
for  large,  low-cost  fields. 

There  will  also  be  a drive  to 
slash  lifting  costs.  Overall  cap- 
ital expenditure  win  foil  from 
$10  Jbn  last  year  to  $7bn. 

Lex,  Page  12 


Seeking  savings:  BP  Amoco  chief  Sir  John  Browne  yesterday  Coin 


Software  AG 
unveils  offering 


By  Uta  Hafntechfegor  In  Frankfurt 


Details  of  what  may  be 
Europe’s  biggest  stock  market 
launch  of  a software  group 
were  yesterday  revealed  by 
Software  AG,  the  German 
enterprise  systems  producer. 

The  initial  public  offering, 
due  in  the  second  quarter  of 
the  year,  is  expected  to  raise  at 
least  DMlbn  <$S00m). 

Software  AG,  set  up  with  six 
employees  in  1969,  compared 
with  an  expected  2£50  by  the 
end  of  this  year,  plans  to  use 
the  proceeds  to  enter  new  sec- 
tors and  acquire  companies  or 
Hfflnyy  from  related  business  - 
such  as  security  software  or 
data  filters. 

SAP  is  the  only  other  Frank- 
furt-listed pure  technology 
stock. 

The  two  trusts  that  comprise 
Software  AG’s  current  share- 
holders are  to  sell  more  than 
half  of  their  23m  shares.  The 

rvimpuny  nlwn  jitan^  to  iSSUfi 

3m  new  shares.  If  there  is  over- 
subscription, the  company  bis 
authority  to  increase  the  mun- 
beT  of  shares  by  16  per  cent 

if  all  the  potential  new 
shares  were  issued,  the  owners 
would  be  left  with  about  36  per 
cent  of  the  company. 

Erwin  KBnigs,  chairman, 
said  yesterday  he  hopqd  a 
third  of  the  shares  would  go  to 
German  investors,  with  “a 
large  part”  going  to  private 
investors;  and  a third  to  the 


US.  They  will  be  listed  an  the 
Amt.Hr.her  Handel  (main  mar- 
ket segment)  of  the  Frankfort 
exchange. 

Preliminary  pre-tax  profits 
of  DM87-3m  for  1968  were  35 
per  cent  up  on  a year  before. 
Software  AG  said.  Group  sales 
were  9 per  cent  up  at  DM626m. 
Sales  and  profits  this  year 
shtmlri  rise  by  “at  least  at  1998 
levels,  if  not  more,"  Mr  Kfinigs 
said. 

Lehman  Brothers,  bookrun- 
ner and  global  co-ordinator  for 
the  deal,  said  that  even  nring 
conservative  estimates.  Soft-' 
ware  AG  should  achieve  a j Me 
ratio  dose  to  the  40  to.  50  of 
other  software  companies  such 
as  SAP  and  Oracle.  Christian 
von  Jagwftz-Biegnltz  of  Leh- 
man aaid  the  ram  parry  COUld 
even  have  ‘more  potential, 
given  thatTts  licensing  busi- 
ness alone  grew  18  per  emit 
last  year,  compared  with  11-12 
per  cent  at  Oracle  and  SAP”. 

The  company  is  best  known 
for  Adabas,  a high-perfor- 
mance database  management 
system,  and  Natural,  a 
so-called  application  tool.  Ada- 
bas, on  the  market  for  26 
years,  is  used  by  such  compa- 
nies as  Chase  Manhattan,  Dow 
Jones  and  Deutsche  Uxfthansa. 
Last  year,  the  company  intro- 
duced EntfrpY,  which  commu- 
nicates between  different  soft- 
ware applications. 

End— nate  search.  Page  14 


Heinz  to  cut  4,000  jobs 
in  global  restructuring 


By  Wfflam  Lewis  in  Now  York 

H.J.  Heinz,  the  US  foods 
company,  plans  to  cut  as  many 
as  4,000  jobs  from  its  world- 
wide workforce  of  40,000  over 
the  next  four  years  as  part  of  a 
wide-ranging  restructuring. 

It  plans  ’to  sell  off  its  under- 
performing  Weight  Watchers 
classroom  division,  close  or 
sell  15  to  20  factories  and 
shake  up  its  manufacturing 
and  distribution  system. 

Heinz  said  it  expects  the 
restructuring  to  produce 
annual  cost  savings  of  more 
than  pflflm  fmnv  2002,  While 
•triggering  a pre-tax  restructur- 
ing charge  of  about  S900m. 

The  restructuring,  code- 
named  Operation  Excel,  will 
mainly  affect  operations  in 
Europe.  Speaking  yesterday  to 
analysts  in  Naples,  Florida, 
William  Johnson,  Heinz  presi- 
dent and  chief  executive,  said 
the  company’s  European  man- 
agement team  had  proposed 
the  closure  or  sale  or  erne-third 
of  Its  21  factories  in  Europe. 

In  the  UK,  the  group  said  it 
was  considering  closing  its 
plant  in  Hariesdan,  north-west 
London,  which  employs  about 
45fl 

Globally,  Heinz  expects  to 
dose  or  sell  between  15  and  20 
factories  and  scale  back  at 
least  10  more,  while  expanding 
at  least  18  factories. 

Although  Heinz  is  planning 
to  sell  off  Weight  Watchers 


International,  which  offers 
dieting  classes,  it  will  keep 
Weight  Watchers  brand  frozen 
foods.  In  recent  years  the 
TTging  stock  price  bus  nnrter- 
performed  the  wider  market 
partly  because  of  the  Weight 
Watchers  division. 

Mr  Johnson  said  the  decision 
to  sell  Weight  Watchers,  which 
has  annual  sales  of  about 
5400m,  reflected  “the  different 
skills  required  to  manage  a 
retail  business,  which  are  not 
synergistic  with  our  core  com- 
petencies’’. 

He  also  disclosed  plans  to 
rhangp  the  company’s  manu- 
facturing and  distribution 
structure  from  a decentralised 
collection  of  “nnaligned  auton- 
omous affiliates”  to  one  man- 
aged according  to  global  prod- 
uct categories. 

Manufacturing  and  distribu- 
tion will  now  be  run  through 
so-called  “centres  of  excel- 
lence" that  will  focus  on  pro- 
cessing and  product  expertise 
on  a category-by-category 
basis  across  North  America, 
Europe  and  the  Asia-Pacific 
region. 

For  example,  Heinz  will 
reduce  its  24  ketchup  bottle 
designs  in  Europe  to  12.  saving 
at  least  $5m  annually. 


Mr  Johnson,  who  in  April 
took  over  from  Tony  O’Reilly 
as  Heinz  president,  said: 
“Operation  Excel  makes  possi- 
ble fibe  focus  and  scale  that  are 
essential  to  winning  in  the 
food  industry.  It  is  regrettable 
that  a necessary  consequence 
of  the  restructuring  process  Is 
a redaction  in  our  global  work- 
force.” 

Heinz  forecasts  that  over  the 
next  four  years  the  restructur- 
ing will  deliver  volume  growth 
of  3-4  per  cent  annually  and 
growth  in  earnings  per  share 
of  10-12  per  cent. 

The  group  planned  to. focus, 
on  six  core  food  categories  in 
six  countries  where  it  has  the 
“superior  scale  to  leverage  the 
global  power  of  our  brands,” 
Mr  Johnson  said. 

The  six  core  food  categories 
in  six  countries  contribute  80 
per  cent  of  the  company’s  total 
revenues  of  about  $9bn  and  90 
per  cent  of  operating  income. 

The  restructuring,  which 
has  yet  to  be  approved  by  the 
Heinz  board,  left  Wall  Street 
unmoved  yesterday  morning. 
The  shares,  which  have  fallen 
more  than  5 per  cent  over  the 
past  year,  slipped  $%  in  early 
trading  to  end  the  morning’s 
session  at  $55. 


President 
of  NEC 
under 
pressure 
to  resign 

By  Alexandra  Kusbaian  and 
Wchiyo  Hakamoto  In  Tokyo 


Hisashi  Kaneko,  the  president 
of  NEC,  is  likely  to  face  pres- 
sure to  resign  at  an  extraordi- 
nary board  meeting  tomorrow, 
when  Japan's  largest  personal 
computer  manufacturer  is 
expected  to  report  huge  losses. 

The  apparent  turmoil  at 
NBC  underscores  the  crisis 
gripping  Japan's  electronics 
conglomerates.  These  groups, 
which  include  Hitachi,  Fujitsu, 
Toshiba  and  Mitsubishi  Elec- 
tric, have  suffered  from  weak 
domestic  demand,  a collapse  In 
export  earnings  caused  by  the 
yen’s  strength,  and  plunging 
semi-conductor  prices. 

NEC’s  net  losses  are  esti- 
mated at  Y150bn  to  Y200bn 
(8127m- 81  ram)  for  the  year  end- 
ing March  1999,  compared  with 
a previously  forecast  loss  of 
Y35bn.  That  compares  with 
consolidated  net  profits  last 
year  of  Y41-3bn. 

“We  do  not  deny  that  the 
loss  will  be  greater  than  our 
October  forecast,”  said  an  NEC 
official. 

Moody’s  Investor  Service 
announced  that  it  was  placing 
NEC  under  review  for  a possi- 
ble downgrade  of  its  AS  senior 
unsecured  debt  rating. 

Analysts  recently  revised 
down  their  forecasts,  citing  the 
poor  performance  at  Packard 
Bell,  NEC’s  personal  comput- 
ers business  in  the  US.  NEC 
has  invested  about  8180m  in 
the  subsidiary,  which  it  had 
planned  to  sell  in  an  initial 
public  offering  this  year. 

Hiroshi  Yoshihara,  an  ana- 
lyst at  Salomon  Smith  Barney, 
said:  “An  IPO  of  Packard  Bdl 
is  out  of  the  question  now.  The 
company  expected  Packard 
Bell  to  break  even  in  1998,  but 
it  had  a record  loss  of  8150m  In 
the  first  half  of  the  year  and 
will  lose  at  least  $350m  in  the 
second  half." 

NEC  is  also  wrestling  with 
issues  Of  management  credibil- 
ity. Last  October,  Tadahiro 
Sekimoto,  NEC’s  former  chair- 
man, resigned  over  a defence 
procurement  scandal,  but  Mr 
Kaneko  declined  to  resign  with 
Tifan. 

The  episode  damaged  NEC’s 
public  image  and  its  revenue. 

However.  NEC’s  stock 
proved  resilient  to  the  news  of 
expected  losses,  closing  down 
Yl  at  Y1.055,  implying  that  Mr 
Kaneko’s  resignation  would  be 
regarded  positively. 


Propaganda  battle  rages  as  euro 
and  dollar  stage  popularity  contest 


Edward  Luce  fat  London 


A propaganda  battle  is  rag 
ing  in  the  international 
fibond  market  over 
whether  the  euro  or  the  dollar 
is  foe  most  popular  currency 
for  new  bonds  so  far  this  year. 

The  issue  is  about  more  than 
bragging.  At  stake  is  foe 
euro’s  credibility  as  a new  cur- 
rency. If  European  and  non- 
European  compantesahke  con- 
tinue to  borrow  in  the  dollar, 
♦h»n  the  euro's  viability  will 
be  in  doubt. 

This  matters  because  its  pop- 
ularity as  a currency  in  which 
to  denominate  corporate  liabil- 
ities is  an  important  test  of 
whether  it  passes  muster  as  an 
economic  unit  of  account 

Similarly,  a currency  which 
is  shunned  by  borrowers  is 
unlikely  to  appeal  to  the 
world’s  leafing  central  banks 
as  an  alternative  to  the  US  dol- 
lar for  foreign  exchange 
reserws,  . 

Equally  important  is  the 
euro's  rale  in  the  . competitive 
world  of.  investment  banking. 
At  present,  the  so-called 
“bulge  bracket”  <rf  leafing  US 
Investment  banka  dominates 
the  market  for  bead  and  loan 
underwriting. 

“A  lot  of  the  Mg  US  banks 
have  had  a bead  start  over 
their  competitors  because 
most  borrowers  wanted  to 
issue  bonds  in  dollars,"  said  a 
santnr  official  at  US  bank,  “ff 
foe  euro  is  seen  as  an  alterna- 
tive, than  many  of  the  tmdsr- 
wilting  foes  could  migrate  to 
Europe.”  Proponents  of  the 


dollar  argue  that  it  has  com- 
fortably outstripped  the  euro 
as  the  currency  of  choice 
in  the  international  bond  mar- 
kets. 

However,  this  is  based  on 
figures  that  exclude  European 
borrowers  which  chiefly  dis- 
tribute to  their  hao»  markets, 
without  excluding  equivalent 
US  borrowers  from  dollar  cal- 
culations. 

In  contrast.  Capital  Data 
Bondware,  a leading  provider 
of  information  on  bond  issu- 
ance, claims  that  almost  50  per 
cent  of  the  $i7Sbn  issued  in 
international  bonds  so  fer  this 
year  have  been  denominated 
In  the  enro.  This  compares 
with  a share  of  40  per  cart  for 
the  US  dollar. 

The  hugest  combined  share 
in  any  year  for  the  combined 
eleven  currencies  of  the  first 
wave  of  monetary  union  »a 
35  per  cert  “Using  any  comp 


prehensive  and  ’hnlant-p^  meth- 
odology,  foe  euro  is  clearly 
ahead,”  said  Jenny  Perkins, 
manager  of  bond  research  at 
Capital  Data. 

Even  excluding  European 
and  US  borrowers  whose 
bonds’  are  primarily  distrib- 
uted in  their  home  markets 
(and  are  thus  only  marginally 
international),  the  euro  still 
has  the  lead  at  42  per  cent, 
compared  with  the  US  dollar's 
40  per  cent  share. 

More  than  two  thirds  of  the 
$3bn  to  $5bn  bonds  regularly 
issued  by  foe  US  Federal 
National  Mortgage  Association 
are  distributed  to  US  investors. 
A riTTifiar  breakdown  emerges 
for  the  distribution  of  German 
jumbo  pfandbriefe  bonds  - 
paper  issued  fay  domestic  mort- 
gage banks  and  secured 
against  rammprrlal  anil  hous- 
ing loans.  It  therefore  makes 
sense  to  exclude  these  types  of 
bonds  from  the  calculation. 

This  shows  the  euro  is 
ahead.  For  example,  JFM,  the 
financier  for  Japan’s  munici- 
pal governments,  this  week 
issued  its  first  international 
band  since  mid-1998  which  it 
iiwap  to  denominate  in  euros. 

Others,  such  as  Argentina 
and  the  IFC  have  also  tapped 
the  euro.  The  upshot  is  that 
the  bond  markets  are  now  liv- 
ing In  a dual  currency  world. 

"The  euro  Isn’t  beating  the 
dollar  or  vice  versa,"  said  one 
analyst.  “But  borrowers  can 
now  play  one  market  off 
against  the  other.  For  the  first 
time  there  is  a genuine 
choice." 


Need  to  reduce  your  credit  risk? 
Framesoft  Netting  Solutions! 


"Perhaps  the  most  significant  risk 
faced  by  OTC  derivatives  dealers 
is  counterparty  credit  risk ...  Legally 
enforceable  netting  provisions 
reportedly  reduce  aggregate 
counterparty  credit  exposure 
by  20-60%* 

Bank  for  International 
Settlements,  rr 

September  1998 
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Credit  rf»k*  can  be 
significantly  reduced 
fay  way  of  master 
agreements  featuring 
netting  clauses. 


Framesoft 
Contract  Raposftory 
Is  the  standard 
software  solution  for 
master  agreements 
and  netting  used  by 
foe  largest  banks  In 
Europe. 


In  light  of  the  rara 

large  quantity  of  data 
and  the  frequently 
changing  regulatory 
and  legal  requirements, 
Kte  Impossible  to 
benefit  from  netting 
without  a computer 

based  sokiflon.  d 
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Framesoft  Is  a fast  growing,  Innovative 
software  company  focused  on  the  financed 
sector.  Framasofts  applications  are  based 
on  internet  technology  allowing  fix  the 
immediate  global  roB-cut  without  local 
Installations.  . 


Web:  Wfo^wwwJramesrfLcom 

E-MaB:  contact@framesofLcom 


framosoft 
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BANKING  GROUP  REPORTS  BETTER  THAN  EXPECTED  PRE-TAX  PROFITS  OF  DM7.9bn 


Deutsche  recovers  from  Asia  turmoil 


By  Tony  Baiter  m -Frankfurt 


Deutsche  Bank  yesterday 
reported  better  than  expec- 
ted profits  for  1998  and  indi- 
cated tbat  it  had  recovered 
from  the  battering  that  the 
financial  turmoil  in  Asia  and 
Russia  inflicted  last  year  on 
most  big  German  commer- 
cial banks. 

Publishing  preliminary 
results  for  1998.  Deutsche 
said  pre-tax  profits  had  risen 
from  DM2bn  to  DM7.9bn 
t€4.Q4bn.  S4.51bn)  thanks 
largely  to  a DM3  Jbn  special 
dividend  from  Daimler-Benz, 

the  industrial  group  of 


which  Deutsche  owned  21 
per  cent  before  its  merger 
with  Chrysler  of  the  US. 

Deutsche  said  its  operat- 
ing profit  last  year  was 
unchanged  from  the  1997 
level  of  DM4 -3bn,  after  strip- 
ping out  the  Daimler-Benz 
dividend  and  excluding  the 
costs  of  euro  conversion  and 
millennium  preparations. 

In  what  banking  analysts 
said  was  a sign  that  Deut- 
sche might  have  slightly 
increased  its  risk  provisions 
in  the  final  three  months  of 
1998.  the  bank  said:  “The 
changed  international  risk 
situation  has  been  com- 


pletely taken  into  account  m 
terms  of  both  credit  risk  and 
country  risk.” 

Deutsche.  Germany’s  big- 
gest bank,  reported  last 
October  that  its  loan  loss 
provisions  in  the  first  nine 
months  of  1998  totalled  more 
than  DMlbru  The  provisions 
reflected  the  bank's  heavy 
exposure  to  Russia  at  the 
time  of  tbat  country's  de 
facto  default  last  August 
Deutsche's  operating  profit 
was  about  DM100m-DM5Q0m 
better  than  most  German 
banking  analysts  bad  antici- 
pated. They  suggested  that, 
after  suffering  a trading  loss 
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of  about  DM220m  In  the 
third  quarter  of  1998,  Deut- 
sche had  enjoyed  a much 
healthier  fourth  quarter. 

Direct  comparisons 
between  1997  and  1998  pre- 
tax profits  are  misleading, 
not  only  because  of  last 
year's  Daimler-Benz  divi- 
dend but  because  the  1997 
figure  reflected  various 
restructuring  charges. 

But  analysts  said  Ger- 
many's biggest  banks 
appeared  to  be  making  a suc- 
cessful recovery  from  the 
damage  caused  by  last  year’s 
crises  in  emerging  markets. 
The  fourth  biggest  bank. 


Commerzbank,  last  week 
reported  a 47  per  cent  rise  in 
1993  after-tax  profit  to 

DMlfiTbn. 

Analysts  said  Deutsche's 
prospects  in  1999  would 
depend  heavily  on  whether 
it  could  bring  its  costs  under 
tighter  control  and  make  a 
success  of  its  takeover  of 
Bankers  Trust  Rolf  Breuer, 
Deutsche  chairman,  is  confi- 
dent the  merger  will  be  com- 
plete by  the  end  of  June  now 
his  bank  is  helping  to  set  up 
a fund  compensating  people 
who  worked  as  forced 
labourers  for  German  busi- 
nesses in  the  Third  Reich. 


may  ease 


By  David  Owen  to  Paris  and 
David  PBHng  in  London 


French  look  to  keep  banking  in  the  family 


Finance  minister  offers  support  for 
rationalisation  that  makes  ‘social  sense’ 
and  protects  jobs,  writes  Samer  Iskander 


By  implicitly  backing 
plans  by  Banque  Nat- 
ionals de  Paris  to  play  a 
leading  role  in  the  privatisa- 
tion of  Credit  Lyonnais,  the 
French  government  yester- 
day gave  the  strongest  hint 
to  date  that  rationalisation 
in  the  banking  sector  would 
start  at  home  before  moving 
to  the  next  - pan-European 
- stage. 

Dominique  Strauss- Kahn, 
finance  minister,  yesterday 
underlined  the  need  “to  have 
a few  [banking]  networks  of 
global  importance  with 
French  origins”. 

While  acknowledging  that 
France  could  not  favour  a 
domestic  bank  bidding  for 
Credit  Lyonnais  over  a for- 
eign bidder,  be  said  the  gov- 
ernment nonetheless  hoped 
tbat  “existing  links  between 
Credit  Lyonnais  and  other 
French  banks  [would]  allow 
this  type  of  solution  to 
emerge,  rather  than 
another". 

He  also  said  mergers  had 
to  make  “social  sense, 
because  employees  must  not 
pay  the  price  for  endless 
restructurings".  This  was 
interpreted  as  an  encourage- 
ment to  BNP.  which  this 
week  offered  to  guarantee 
the  jobs  of  Credit  Lyonnais' 
employees  as  part  of  a possi- 
ble alliance  between  the  two 
banks. 

Initially,  BNP's  offer 
seemed  to  contradict  recent 
estimates  that  any  French 
merger  involving  two  large 
commercial  banks  would 
result  in  up  to  15.000  job 
losses,  because  of  the  need 
to  restructure  overlapping 
branch  networks.  When 
Societe  Gene  rale  and  Paribas 
announced  their  merger  ear- 
lier this  month,  many  ana- 
lysts said  the  deal  was  made 


possible  by  the  fact  that 
Paribas  bad  no  branches. 

However,  analysts  said  the 
BNP  plan,  which  would 
maintain  two  separate 
branch  networks,  was  via- 
ble. 

“You  can  easily  have  two 
branch  networks  serving 
their  clients  independently.” 
said  John  Leonard.  Euro- 
pean banking  analyst  at 
Salomon  Smith  Barney. 
“Most  of  the  synergies, 
maybe  80  to  85  per  cent,  can 
be  found  upstream." 

A BNP  executive  said  the 
proposed  structure  had  been 
tested  successfully  in  other 
sectors.  “Take  the  car  indus- 
try, for  example.  Many  com- 
panies manage  to  sell  sev- 
eral brands  through 
different  networks  profit- 
ably. The  main  cost  savings 
are  not  achieved  in  the  net- 
works, but  in  the  production 
process,  where  the  different 
brands  share  components.” 

Under  BNP's  proposal,  the 
two  banks  would  have  a 
joint  “factory",  producing 
standardised  products  - 
loans  and  savings  instru- 
ments - tbat  would  then  be 
sold  through  the  separate 
branch  networks.  No  redun- 
dancies would  be  necessary, 
because  “both  BNP  and 
Credit  Lyonnais  have 
already  gone  a long  way  in 
rationalising  their  back- 
offices". 

But  there  is  a broader  sig- 
nificance to  BNP’s  offer, 
some  analysts  say.  It  could 
have  implications  for  the 
Credit  Lyonnais  privatisa- 
tion and  French  banking 
rationalisation  in  general.  It 
could  even  lead  the  govern- 
ment to  review  the  structure 
of  the  planned  sale. 

Under  a method  agreed 
with  the  European  C-ommis- 


Carving  up  Credit  Lyonnais 


Operating  results  by  geographtc/business  lines 
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sion  last  year.  Paris  is  to  sell 
30-33  per  cent  of  Crtdit  Lyon- 
nais to  institutional  inves- 
tors. while  the  state  will 
keep  a stake  of  just  under  10 
per  cent.  The  remaining 
shares  are  to  be  floated  on 
the  stock  market,  with  the 
bank’s  employees  benefiting 
from  preferential  conditions. 

“Ultimately,  this  [BNP’s 
offer]  could  put  a trade  sale 
back  on  the  agenda,"  says 
one  analyst.  “At  the  very- 
least,  the  ‘no  lay-offs’ 
requirement ' will  become  a 
pre-requisite  for  other  poten- 
tial bidders."  These  include 
the  merged  entity  SG- 


Paribas,  Credit  Agricole. 
Axa,  the  French  insurer  and 
its  German  rival  Allianz. 

However  BNP's  offer  will 
face  two  obstacles.  The  first 
arises  from  Mr  Strauss- 
Kairn's  commitment  to  Karel 
Van  Mlert,  EU  competition 
commissioner,  that  the  pri- 
vatisation would  be  “open, 
transparent  and  non- 
discriminatory".  As  a result, 
Mr  Strauss-Kahn  would  have 
to  Justify  any  favourable 
treatment  granted  to  BNP. 

The  second  obstacle  is  the 
opposition  of  Jean 
Peyrelevade.  Crtdit  Lyon- 
nais chairman,  to  any 


link-up  with  a rival  commer- 
cial bank. 

He  has  insisted  he  is 
opposed  to  either  BNP  or 
SocGen  becoming  part  of  his 
bank's  core  shareholders. 

Unlike  BNP.  which  Is 
listed  on  the  Paris  Bourse. 
Credit  Agricole  is  mutually 
owned.  In  a hypothetical  bid- 
ding war,  Crtdit  Agricole's 
FFr45bn  (€6.9bn.  USS7.7bn) 
war  chest  could  make  a dif- 
ference. 

But  ultimately,  the  choice 
of  shareholders  for  Crtdit 
Lyonnais  will  be  made  by  Mr 
Strauss- Kahn,  under  intense 
scrutiny  from  Mr  Van  Miert 


The  sole  Kuwaiti  member  of 
Hoechst's  supervisory'  board 
is  expected  to  approve  the 
proposed  merger  between 
the  German  company  and 
France's  Rhune-Poulenc.  in  a 

move  that  would  remove  an 
important  potential  stumb- 
ling block  to  the  creation  of 
the  world’s  biggest  life 
sciences  company. 

Sources  familiar  with  the 
merger  plans  yesterday  indi- 
cated the  approval  would 
come  at  a Hoechst  supervi 
sory  board  meeting  sched- 
uled for  March  16. 

The  government  of 
Kuwait,  which  indirectly 
holds  a 24-5  per  cent  stake  in 
Hoechst  via  the  Kuwait 
Petroleum  Corporation,  has 
had  a voice  on  the  body 
since  I9S2.  Its  representative 
is  Khaled-saleh  Buhamrah, 
chairman  and  managing 
director  of  Petrochemical 
Industries  Corporation  in 
tbe  Gulf  Arab  state. 

Yesterday's  developments 
came  as  reports  that  the 
KPC  bad  doubts  over  the 
benefits  of  tbe  merger 
appeared  to  suggest  that  the 
pioneering  deal  had  hit  a 
snag.  “This  merger  does  not 
serve  our  interests ...  we 
have  reservations."  Sheikh 
Saud  Nasser  al-Sabah,  the 
Kuwaiti  oil  minister,  told 
Reuters  news  agency. 
Sheikh  Saud.  who  also  heads 
the  state-owned  KPC, 
declined  to  elaborate. 

KPC  could  not  by  itself 
block  the  planned  merger, 
which  must  be  approved  by 
73  per  cent  of  shareholders 
in  May.  But  there  have  been 
fears  Kuwaiti  objections 
might  provide  a focal  point 
for  German  opposition  to  the 
planned  formation  of  the  two 
companies  into  a group  to  be 
called  Aventis. 

The  German  press  has 
reacted  angrily  to  the 
planned  merger,  which  is 
seen  as  favouring  the 
smaller  Rhdne-Poulenc.  Crit- 
icism has  focused  on  the 
planned  headquarters  of  the 
new  company  being  in  Stras- 
bourg, France,  and  Hoechst 
will  lose  its  name. 

The  planned  Aventis 
merger,  which  will  be  con- 
ducted in  two  stages  over 
three  years,  has  received  a 
mixed  reaction  elsewhere. 
One  chief  executive  from  a 
rival  pharmaceuticals  com- 
pany described  it  as  "a  mar- 
riage or  a beta  with  a beta". 
Both  companies  were  in  the 
process  of  integrating  a 
series  of  previous  acquisi- 
tions. 


SWEDEN  TRUCKMAKER  REAFFIRMS  OPPOSITION  TO  VOLVO  DEAL 


Scania  drives  profits  18%  higher 


By  Tim  Burt  in  Stockholm 


Scania,  the  Swedish  heavy 
truck  manufacturer,  yester- 
day reiterated  its  opposition 
to  a potential  takeover  from 
rival  Volvo,  and  unveiled  an 
18  per  cent  increase  in  full- 
year  profits. 

The  company,  vowing  to 
pursue  an  independent  strat- 
egy in  the  global  truck 
industry,  said  it  had  consoli- 
dated its  position  as 
Europe's  second  largest  pro- 
ducer of  heavy  trucks.  It  pre- 
dicted a sharp  rise  in  operat- 
ing income  this  year. 

Scania  has  been  at  the  cen- 
tre of  bid  speculation  since 
Volvo  acquired  a near  13  per 
cent  in  the  company  for 
SKr5.2bn  ($655m)  last  month, 
and  indicated  tbat  it  would 
like  to  pursue  an  agreed 


takeover.  But  Leif  Ostling, 
chief  executive,  reiterated 
his  opposition,  saying:  “The 
board  and  executive  manage- 
ment are  convinced  tbat 
Scania  has  good  prospects  to 
continue  as  an  independent 
entity." 

He  was  speaking  after 
Scania  reported  operating 
profits  up  from  SKr3.Q5bn  to 
SKr3.59bn  on  sales  of 
SKr45.3bn  in  1998,  against 
turnover  of  SKr39.7bn  in  the 
previous  year. 

He  predicted  that  a combi- 
nation of  buoyant  European 
demand,  increased  manufac- 
turing capacity  and  reduced 
costs  would  lift  profits  by  a 
further  SKrl.5bn  this  year. 

The  figures  broadly  mir- 
rored a preliminary  income 
statement  from  Scania  last 
month,  which  was  rushed 


out  after  Volvo  acquired  its 
stake.  Since  then.  Mr  Ostling 
has  argued  tbat  Scania  could 
stand  alone. 

Yesterday  he  was  forced  to 
justify  that  position  after 
admitting  to  the  sale  of 
245.000  share  options  in 
Scania  three  weeks  alter 
Volvo  acquired  its  stake. 
This  helped  to  Uft  Scania’s 
share  price  by  more  than  30 
per  cent.  Mr  Ostling  admit- 
ted to  a miscalculation 
although  he  denied  any 
wrongdoing.  He  promised  to 
donate  the  SKrlm  estimated 
gain  from  the  transaction 
into  Scania's  employee 
profit-sharing  foundation. 

The  furore  over  the 
options  threatened  to  over- 
shadow Scania's  upbeat  trad- 
ing statement,  regarded  by 
many  industry  analysts  as 


a tbinly  veiled  bid  defence. 

Volvo  has  discussed  a pos- 
sible takeover  with  Investor. 
Scania's  controlling  share- 
holder and  tbe  main  vehicle 
for  Sweden's  Wallenberg 
empire,  but  bas  so  far  failed 
to  agree  on  a valuation. 

Volvo  has  boosted  its 
spending  power  by  deciding 
to  sell  its  car  division  to 
Ford  of  the  US' for  SKrSObn. 
The  automotive  group  is 
thought  to  value  Scania  at 
SKr270-SKr280  a share  - 
equivalent  to  SKr54bn- 
SKrS6bn. 

Scania's  most  traded  B 
shares,  which  have  fluctu- 
ated between  SKrl75.50  and 
SKi254  In  tbe  past  month, 
yesterday  eased  SKr2  to 
SKr210.50.  Volvo's  B shares 
closed  down  SKr6  at 
SEMG9.50. 


Deadline  set  for 
Ionian  offers 


By  Kerin  Hope  in  Athens 


Greece's  state-controlled 
Commercial  Bank  group  bas 
set  March  26  as  tbe  deadline 
for  binding  offers  for  51  per 
cent  of  its  subsidiary  Ionian 
Bank.  J.P.  Morgan,  the  inter- 
national investment  bank,  is 
advising  Commercial  on  the 
sale,  tbe  biggest  privatisa- 
tion in  Greece’s  banking 
sector. 

Commercial  has  not 
revealed  the  names  of  bid- 
ders shortlisted  after  the 
first  round  of  indicative 
offers.  However,  three  Greek 
banks  are  understood  to 
have  made  offers:  Alpha 
Credit  Bank,  the  country’s 
largest  private  bank;  EFG 
Eurobank,  which  is  con- 
trolled by  the  Latsis  ship- 


ping and  oil  group,  in  part- 
nership with  Ergobank;  and 
Piraeus  Bank,  which  is 
owned  by  a group  of  Greek 
entrepreneurs. 

The  offering  terms  provide 
for  Commercial  to  hold  three 
weeks  of  negotiations  with 
bidders  after  the  deadline. 

Although  Commercial 
holds  about  57  per  cent  of 
Ionian  and  will  receive  all 
the  proceeds  of  tbe  sale. 
Greece’s  economy  ministry 
is  expected  to  make  the  final 
decision  on  the  buyer. 

The  government  is  keen  to 
complete  tbe  sale  next 
month  to  keep  its  privatisa- 
tion programme  on  track.  It 
has  been  delayed  since 
August,  when  a tender  offer 
through  tbe  Athens  Stock 
Exchange  collapsed. 


Endemann’s  search  heralds  new  market  trend 

German  group  will  be  the  first  pure  internet  company  to  list  on  Neuer  Markt 
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European 'smaBcap1  markets 


By  Uta  Hamischfeger 

m Frankfurt 


Inga  Endemann,  chairman 

and  majority  owner  of  Ger- 
many's only  profitable  inter- 
net search  engine,  is  dis- 
gusted with  venture  capital 
companies. 

When  his  three-year  old 
company  turned  to  German 
venture  capitalists  last  sum- 
mer. all  they  wanted  was  to 
“bleed  us  to  death",  he  says. 
"They  wanted  to  give  us  a 
million  [Deutsche  marks] 
and  get  an  so  per  cent  stake 
in  us  in  return.” 

Now.  eight  months  later. 
Endemann's  Internet  will  be 
the  first  pure  internet  com- 
pany to  list  on  the  Neuer 
Markt  on  March  10.  which 
coincides  with  the  second 
anniversary  of  the  Frank- 
furt-based smaller  compa- 
nies market 

The  listing  or  Endemann 
Internet  marks  a new  trend 


in  the  Neuer  Markt's  short 
yet  successful  history.  After 
a slew  of  telecommunica- 
tions and  software  compa- 
nies listed  last  year,  raising 
the  overall  number  of  com- 
panies on  the  Neuer  Markt 
more  than  60.  analysts  see 
more  biotechnology,  internet 
and  new  materials  compa- 
nies coming  to  market  in  the 
next  months. 

Among  the  next  three 
companies  to  list  by  March  1 
are  a telecommunications 
company,  an  entertainment 
electronics  provider  and 
LFAO,  which  makes  internet 
software  for  travel  bookings. 
Later  In  March  and  April, 
they  will  be  joined  by  sev- 
eral biotechnology  compa- 
nies - among  them  Morpho- 
Sys,  which  postponed  its 
placement  due  to  the  market 
downturn  last  autumn. 

Nick  Jefcoat.  Frankfurt- 
based  managing  director  at 
Robert  Fleming,  expects  bio- 


technology companies  to 
become  the  next  vogue  stock 
on  the  Neuer  Markt.  Unlike 
software,  he  says  biotech 
companies  are  “an  even  risk- 
ier game  and  it  takes  longer, 
often  six  to  seven  years,  for 
them  to  take  off".  That  may 
explain  why  they  are  hitting 
the  market  slightly  later. 

Another  indicator  of  the 
market's  growing  variety  is 
that  Deutsche  Boerse,  which 
runs  Neuer  Markt,  is  con- 
templating splitting  It  into 
several  segments,  with  the 
eventual  Idea  to  create  sepa- 
rate indices  For  the  seg- 
ments. 

The  listing  of  Endemann 
Internet  may  mark  another 
new  trend  among  German 
start-up  companies.  Instead 
of  using  a large  banks  - for 
which  “we  would  have  only 
been  a playball".  Mr  Ende- 
mann says  - the  group 
chose  Metallbank,  one  of 
Germany's  smaller  banks,  to 


be  lead  manager.  He  will 
also  be  listing  a small 
tranche  through  a Munich- 
based  virtual  listing  com- 
pany. 

Also,  Mr  Endemann 
wanted  to  sell  the  bulk  of 
the  stock  to  private  inves- 
tors. which  Metallbank 
agreed  to  do.  That  means 
that  70  per  cent  of  Ende- 
mann's new  shares  will  go  to 
private  investors,  with  the 
remainder  going  to  institu- 
tions. 

The  success  of  Endemann 
Internet  are  Mr  Endemann's 
roots  in  the  advertising 
industry.  Bored  with  merely 
designing  adverts,  in  1996  Mr 
Endemann  started  to  create 
his  first  search  engine  and 
used  his  advertising  contacts 
to  place  ads  on  them.  Within 
a year,  he  reached  the  finan- 
cial turnaround. 

Fate  also  helped  Mr  Ende- 
mann, and  US  President  BtU 
Clinton's  involvement  with 
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Monica  Lewinsky  was  heav- 
en-sent because  “Lewinsky 
really  got  the  German  inter- 
net booming”. 

Endemann  will  use  the 
listing  proceeds  to  acquire 
other  search  machines.  So 
Car,  Endemann's  status  sym- 
bols are  Spider.de  and  Ala- 
din.de,  with  2m  and  4m 
monthly  “bits"  each,  but 
this  week  it  bought  another 
search  engine.  Eule.de,  with 
roughly  1.2m  monthly  hits. 


Mr  Endemann  says  he  will 
overtake  German  Yahoo!  by 
the  end  of  this  year,  when  he 
also  plans  to  start  services  in 
the  US. 

In  1398,  Endemann  Inter- 
net had  group  sales  of 
roughly  DM1 -32m,  but  that  is 
expected  to  rise  to  about 
DM5.84m  (€2.9m.  $3.25m) 
this  year.  In  1998,  he  earned 
about  DM181,000.  and 
expects  to  make  about 
DM2 .26m  in  1999. 


NEWS  DIGEST 


FINLAND 


Valmet-Rauma  warns  of 
earnings  slowdown 
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Vaimet  and  Rauma.  the  Finnish  engineering  and  forestry 
groups  that  are  planning  to  merge,  yesterday  announced  a 
drop  in  fun-year  profits  and  wamod  that  earnings  would 
foil  further  in  the  first  half  of  1999  due  to  an  investment 
slowdown  by  the  paper  and  pulp  industry.  In  me  U 
months  to  December  31 . the  merged  VaJm^Rauma  had  a 
pro-forma,  pre-tax  profit  of  FM1.48bn  iC?49m,  S*.rsnw 
compared  with  FM1.95bn  a year  earlier.  on  sales  of 
FM21.97bn  compared  with  FM23.18bn.  Earnings  per  share 
fell  to  FM8.15  from  FM10.5S.  Rauma's  most  conynonly 
traded  I share  feH  €1.35  to  €9.50  with  Vaimet  A down  bv 
€1.25  to  €8.80. 

Matti  Sundberg.  Chief  executive  designate  of  Valmet- 
Rauma  said  the  fall  in  profits  had  been  exaggerated  ns 
1997  results  had  been  boosted  by  extraordinary  items. 
However  he  said  the  Asian  crisis  had  weakenad  the  pulp 
and  paper  machine  market  with  projects  and  investments 
being  postponed. 

Vaimet  said  it  had  been  able  to  make  up  some  of  the 
lost  Asian  demand  with  orders  in  Europe  and  South  Amer- 
ica although  operating  profit  In  its  paper  and  board 
machinery  division  fen  to  FM572m  from  FM714m.  It  pro- 
posed a dividend  of  FM3.S0  unchanged  from  a year  writer 
while  Rauma  proposed  a dividend  of  FM3.81  up  from 
FM3.25.  Nicholas  George,  Stockholm 
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BANKING 


Bank  Austria  flat 


Bank  Austria,  Austria’s  biggest  bank,  yesterday  reported 
unchanged  operating  profits  of  Sch13.4bn  (€974,  Sl.09bni 
in  1998.  Last  November  it  forecast  that  operating  profits, 
before  provisions,  would  be  10  per  cent  lower  because  of 
a third-quarter  loss  of  SchSOOm  on  trading.  Although  the 
group's  performance  was  marginally  better  than  forecast, 
toe  expected  synergies  from  the  1997  merger  with  Credi- 
tanstalt appear  to  be  taking  longer  than  expected  to  show 
through  with  the  cost/income  ration  remaining  unchanged 
at  68  per  cent. 

Yesterday's  results  do  not  include  the  impact  of  the 
Sch113bn  provision,  which  was  double  tot  year's  figure, 
and  reflects  the  need  to  write  down  the  group's  substantial 
Russian  exposure.  That  has  been  reduced  to  SchlObn, 
and  Sch6.7bn  of  the  Sch7bn  of  higher-risk  Russian  loans 
have  been  folly  provided  for. 

The  bank  has  closed  all  its  dollar-roubie  forward  foreign 
exchange  transactions  and  has  fully  provided  against  the 
Sch2.5bn  fosses.  The  group  expects  to  earn  Sch60  per 
share  In  1999  and  achieve  its  target  of  Sch80  a share  by 
2,001.  it  decided  to  leave  its  dividend  unchanged  at  SdVM 
a share.  Wiffiam  Han,  Vienna 
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Akbank  advances  28% 


Akbank.  Turkey's  second-largest  private  sector  bank,  yes- 
terday reported  a 28.5  per  cent  rise  in  net  profits  to  $761m 
tot  year.  Erol  Saband.  chairman,  said  it  had  increased 
loans  by  31  per  cent  to  $2.76bn  in  spite  of  a difficult  envi- 
ronment in  the  second  half  of  the  year. 

Akbank’s  results  follow  figures  published  on  Friday  by 
Garanti  Bank,  the  country's  fourth  largest  private  sector 
bank,  showing  that  it  had  increased  net  earnings  by  about 
26  per  cent  to  5497m  tot  year.  Leyia  Boulton,  Ankara 
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NORWAY 


Shake-up  at  Saga  Petroleum 


Saga  Petroleum,  Norway's  third  largest  oil  company,  yes- 
terday announced  a sweeping  restructuring  involving  job 
cuts  in  response  to  a worse-than-expected  net  loss  of 
NKr1.26bn  (Si  63m)  last  year,  compared  with  a NKr93lm 
profit  in  1997. 

Diderik  Schnitier,  chief  executive,  blamed  a 30  per  cent 
fall  in  oil  prices  and  NKr2.355bn  in  write-downs  and  toss 
accruals  for  the  poor  results. 

The  company's  initiative,  aimed  at  increasing  efficiency 
25  per  cent,  follows  an  up  to  NKr5bn  operating  profit 
improvement  plan  launched  this  week  by  Norsk  Hydro. 
Norway's  largest  industrial  group,  sparked  by  low  oil 
prices  and  falling  profitability.  The  company  will  announce 
the  scope  of  Job  cuts  among  its  1 .600  staff  in  April.  Saga 
also  warned  it  expects  a negative  cash  flow  in  1999. 
Valeria  Sk8ld,  Oslo 
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PHARMACEUTICALS 


Novo  Nordisk  earnings  surge 
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Novo  Nordisk,  Denmark’s  largest  pharmaceuticals  com- 
pany and  a world  leader  in  insulin  production,  yesterday 
saw  its  share  price  surge  on  back  of  unexpectedly  strong 
1998  earnings.  News  of  a 13  per  cent  rise  in  pre-tax  prof- 
its from  DKi5.29bn  to  DKr3.74bn  (8562m)  despite  global 
economic  woes  and  a weakening  of  Novo’s  invoicing  cur- 
rencies against  the  Danish  krone,  sent  the  Novo  share  5 
per  cent  higher  to  DKr810. 

Operating  profit  advanced  16  per  cent  to  DKr3.53bn,  but 
though  Novo  maintained  its  target  of  an  increase  of  at 
least  15  per  cent  in  operating  profit  this  year,  it  said  a 
reduction  in  licence  income  from  its  Seroxat/Paxil  antide- 
pressant drug  will  have  a considerable  negative  impact  on 
operating  profit  In  2000.  Novo  sold  the  Nordic  marketing 
rights  to  Seroxat  to  Smith  Kline  Beechamplc  In  April  last 
year. 

Though  sales  of  industrial  enzymes  declined  2 per  cent, 
Novo  reported  continued  strong  performance  in  its  core 
diabetes  care  business,  with  sales  in  this  sector  up  10  per 
cent  to  DKr9.81bn  In  1998.  Novo  said  the  increase  chiefly 
reflected  favourable  developments  in  the  US,  where  sales 
rose  20  per  cent.  The  company  plans  to  increase  Its  divi- 
dend payout  35  per  cent  from  DKi5.75  to  DKr7.75  per 
share.  Clare  MacCarthy,  Copenhagen 
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ISRAEL 


Nice  Systems  recovers 


Nice  Systems,  an  Israeli  manufacturer  of  digital  voice  and 
data  logging  systems,  yesterday  reported  a 31  per  cant 
Increase  in  1998  revenues  and  sad  it  tod  rebounded  from 
a third  quarter  mishap  that  sent  its  shares  plunging  tot 
September.  Revenues  climbed  from  $69m  In  1997  to 
$91  m last  year. 

After  a net  loss  of  83.2m,  or  35  cents  a share  in  1997, 
Nice  returned  to  the  black  with  net  income  of  $4.5m.  or  40 
cents,  on  a folly  diluted  basis,  in  1998.  Excluding  one-off 
expenses  in  both  years,  net  income  climbed  8 per  cent 
from  $12.5m  to  S13.5m. 

Late  last  September,  after  Nice  recalled  a key  new  prod- 
uct for  call  centres,  its  shares  on  Nasdaq  in  New  York  fell 
from  more  than  than  $29  to  $12  in  early  October.  The 
shares  have  been  clawing  back,  but  were  down  yesterday 
more  than  6 per  cent  in  early  trading  to  $22^.  Neverthe- 
less, analysts  said  Nice  appears  to  have  bounced  back. 
"Nice  now  has  a window  of  opportunity  to  build  market 
share  and  grow,"  said  Victor  Hal  pert,  computer-telephony 
analyst  at  BancBoston  Robertson  Stephens. 

Avi  MachBs,  Jerusalem 
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Comments  and  press  releases  about  international 
companies  coverage  can  be  sent  by  e-mail  to 
intemationai.companiBS@ft.com 
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ASIA-PACIFIC 


Japan  succumbs  to  the:  internet  bug 

ft.  I :« ' ' .....  . . O'  l 


Alexandra  Nusbaum  finds  that  late  conversion  brings 
associated  problems  of  over- valuation  to  the  stock  market  1 


Japan  ought  to  have  had' 
enough  of  stock  market' 
bubbles.  But  in  the  past 
few  months  the  DS  internet 
frenzy  has  seized  the  coun- 
try » contributing  to  concerns 
that  Japan's  fledgling  inter- 
net industry  is  severely 
inflated. 

Japanese  internet-related 
stocks  have  soared  recently, 
pushed  up  by  perceived 
growth  opportunities  of  the 
internet  and  a lack  of  attrac- 
tive investment  alternatives. 
However,  it  is  uncertain 
internet  growth  in  Japan 
will  accelerate  enough  to 
justify  current  valuations, 
including  pri ce-to-earaings 
multiples  that  are  compara- 
ble to  US  internet  stocks. 

Since  early  January.  Jap- 
anese internet  stocks,  like 
their  US  brethren,  have 
undergone  a minor  correc- 
tion but  continue  to  look 
expensive. 

Yahoo! Japan,  a subsidiary 
of  the  US  search  engine, 
trades  at  a.  price-to-eamings 
ratio  of  1378  times  based  on 
last  year’s  earnings,  in  spite 
of  a recent  33  per  cent  drop 
in  its  share  price. 

Yahoo!  Japan’s  stock 

climbed  six-fold  from  last 
year’s  low  of  Y2.6m  ($33,609) 
to  a high  of  Yl7m  on  Janu- 


ary 19.  Softbank,  the  media 
and  software  company  that 
owns  60  per  cent  of 
Yahoo  [Japan,  has  seen  its 
stock  price  dhnb  145  per 
cent  from  Y3.700  last'  year  to 
a high  of  YSjoo  in  January. 

And  Trend  Micro,  an  anti- 
virus software  company  that 
is  25  per  cent  owned  by  Soft- 
bank,  saw  its  share  price 

The  problem  is  that  you  cannot  ! 
estimate  the  size  of  the  internet  , 
market,  and  the  lack  of  an  estimate 
further  boosts  expectations’  I 


uaiy  8 after  hovering  around 
Y400&00  throughput!  1998.  It 
has  since  fallen  85  per  cent 
The  ■ . company*  ' which 
employs  18  people,'  has  a 
market'  capitalisation  of 
about  Y9.6bn.  ' ! 

Mastemet’s  stock  rose 
because  it  was  ridder  the 
influence  of  Nasdaq  internet 
stocks’*  not  because  of  corpo- 


jump  125  per  cent  from  a low 
of  Y4.18Q  in  October  to  a 
peak  of  Y9.410  on  January 
12- 

In  the  past  month.  Soft- 
bank’s  stock  has  fallen  about 
12  per  cent,  while  Trend 
Micro’s  share  price  is  down 
about  16  per  cent.  Mastemet, 
an  internet  service  provider 
that  allows  users  to  down- 
load music  for  karaoke,  is 
trading  at  a price-to-eamings 
ratio  of  212  times  after  its 
stock  jumped  six-fold  last 
December. 

It  closed  at  Y2.48m  on  Jan- 


Softbank  sells 
Yahoo!  shares 


By  Alexandra  Bkfsbamn  in 
Tokyo  and  Roger  Tayfor 
in  San  Francisco 

Softbank,  the  Japanese 
software  company  best 
known  for  its  prescient  inter- 
net investments,  yesterday 
revealed  it  sold  3m  shares  In 
Yahoo!,  the  US  internet 
search  engine,  to  cover  con- 
solidated pre-tax  losses  from 
other  Investments. 

Softbank  reported  a profit 
of  $390m  from  the  sale  of  its 
Yahoo!  shares  which  helped 
boost  estimated  consolidated 
net  income  to  Y32bn  ($271m), 
up  from  YlOJbn  last  year. 
The  sale  reduced  Softbank’s 
stake  in  Yahoo!  from  30  per 
cent  to  88  per  cent,  but  it 
remains  Yahool’s  largest 
shareholder. 

The  companyplans  to  use 
the  proceeds  to  make  further 
Internet  Investments.  Soft- 
bank  has  extensive  internet 
investments  including  hold- 
ings in  E*Trade,  the  intranet 
brokerage,  E-Loan,  the  inter- 
net mortgage  broker, 
Buy.com,  the  netretailer 
and  Cybercash,  a company 


that  develops  secure  pay- 
ment systems  for  the  inter- 
net 

“Softbank  is  the  next- 
generation  venture  capital 
company  that  provides  not 
just  money  but  also  support 
systems  in  order  to  get  real 
returns, " said  Mahendra 
Negt  an  analyst  at  Merrill 
Lynch  Japan. 

The  company  also 
announced  it  expected  its 
first  pre-tax  loss,  before 
exceptionals,  of  Yl5bn  for 
the  year  pndtng  March  31, 
against  a profit  of  Y2127hn 
far  the  same  period  last 
year.  Softbank  said  worse- 
than-expected  earnings  at  its 
US  publishing  company,  Ziff 
Davis,  hurt  group  profits. 

At  parent  lejj$t  ^gftyank 
raised  estimated  pre-tax 
profits,  before,  exceptionals, 
front  YlSbn  to  Y20bn.  This 
compares  to  Y2648  previ- 
ously. 

Softbank  shares  fell  Y150 
yesterday  to  Y7.980.  Shares 
in  Yahoo!  recovered  some 
ground,  rising  more  than 
Sift  to  $135%  in  morning 
trading. 


Sumitomo  warns 
of  bigger  losses 


By  GHtan  Tett  In  Tokyo 


Three  of  Japan’s  largest 
banks  yesterday  warned 
they  were  likely  to  report 
larger  than  expected  losses 
in  fiscal  1998  due  to  massive 
write-offs  of  bad  loans. 

It  results  from  Increasing 
government  pressure  on  the 
banks  to  improve  their 
financial  strength  before  a 
planned  injection  of  public 
funds  into  their  capital  bases 
at  the  financial  year-end. 

Sumitomo  Bank  said  that 
it  would  report  & Yi.OSObn 
($9-l9bn)  provision  for  bad 
loans,  compared  with  an  ear- 
lier forecast  of  YSOObn  pro  vi- 
sions it  made  in  September. 

This  will  push  it  into  a 
group  current  loss  of  Y845bn 
in  fiscal  1998,  compared  with 
an  earlier  forecast  for  a 
Y350bn  loss,  and  a loss  of 
Y502bn  last  year. 

The  bank  said  it  planned 
to  seek  public  funds  of  about 


YSOObn  to  strengthen  its  cap- 
ital, which  is  seen  improving 
to  over  10  per  cent  of  its  BIS- 
requfred  "capital  adequacy 
ratio  level  And  it  confirmed 
it  was  considering  selling  all 
or  part  of  its  controlling 
stake  in  Gotthard  Bank,  the 
Swiss  group. 

. Sumitomo  Trust  also 
warned  it  would  post  a 
YISObn  loss,  against  a previ- 
ous forecast  of  a Y20bn 
profit,  due  to  planned  write- 
offs of  Y400tm  in  had  loans, 
up  from  its  earUer  estimate 
of  Y2l0bn.  It  plans-  to  obtain 
Y200bn  in  public  funds,  by 
issuing  YlOObn  in  preferred 
stocks  mid  YlOObn  in  subor- 
dinated bonds. 

The  Industrial  Bank  of 
Japan  reported  that  it  would 
write  off  YSOObn  in  bad. 
' loans,  compared  with  an  ear- 
lier forecast  of  Y600bn.  This 
will  push  it  into  a group 
current  loss  of  Y330bn  in 
1998. 


Fletcher  earnings 
fall  to  NZ$113m 


By  Tory  HU  In  WeOngten 


Difficult  international  fores- 
try and  newsprint  markets, 
low  oil  prices  and  a building 
recession  in  New  Zealand 
meant  consolidated  net  earn- 
ings for  the  Fletcher  Chal- 
lenge group  plunged  from 
NZ$41 3m  to  NZ$1 13m 
{ US$61  m)  in  the  half-year  to 
December  31. 

However,  operating  cash 
flow  rose  35  per  cent  to 
NZ$696m,  reflecting  cost 
reduction  and  restructuring 
at  the  forestry,  construction 
and  oil  conglomerate. 

Operating  earnings,  before 
interest  and  tax,  rose  17  per 
cent  to  NZS25BHL 

Reports  from  Fletcher’s 
four  subsidiaries  showed 
they  all  suffered  in  a diffi- 
cult trading  environment. 


Net  earnings  at  Fletcher 
Challenge  Energy  more  than 
halved  to  NZ$56m.  Fletcher 
Challenge  Paper  reported 
earnings  of  NZ$28m  com- 
pared with  NZ$L89m  last 
time. 

Fletcher  Challenge  Building 

earnings  fell  £ram.NZ$7San  to 

NZ$l7m.  Fletcher  Forests’ 
MfrnwgB  were  NZ$3m,  down 
from  NZ$26m  last  time. 

. .Fletcher  Forests  is  not 
paying  a dividend;  Fletcher 
Building  cut  the  interim  div- 
idend from  8 cents  to  6 cents; 
Fletcher  Energy  from  84  to  7 
cants;  and  Fletcher  Paper 
from  3 to  14  carts.  Fletcher 
■ Mocks  were  mixed,  with 
Paper  up  1 cant  to.  NZ$145, 
while  Building  dropped  4 
cents  to-NZ$k94.  Energy  fell 

1 cant  to  NZ$845  and  Forests 

stayed  an  76  cents. 


rate  performance,  explains 
Shinichi  Mstukubo,  ‘Master- 
net  president. 

Oracle  Japan's  recent  ini- 
tial public  offering  is  the  .lat- 
est indication  of  the  j pent-tip 
demand  for  internet-related 
investments,  particularly 
among  retail  investors. 

The  . stock’s  debut  on  the 
over-the-counter  market  was 
at  a 73  per  cant  premium  to 
its  offer  price  and  was  more 
than  100  times  subscribed, 
said  Hiroyuki  Hoshil  a bro- 
ker at  Nikko  Securities, 
which  was  lead  manager  of 


the  offering.  As  in  the  US, 
investors'  expectations  of 
future  growth,  rather  than 
concrete  earnings,  has 
pushed  stocks  to  these  lev- 
els. 

“The  problem  Is  that  you 
cannot  estimate  the  size  of 
the  intemet'market,  and  the 
hrft  of  an  estimate  further 
boosts  expectations.”  says 
Yuichi  Honda;  analyst  at 
Deutsche  Morgan.  Grenfell. 

“The  earnings  of  internet- 
related  companies  will  main- 
tain double-digit  growth  for 
the  next  .two  years,  but  even 
so,  the.  shares  are  trading  at 
a premium,”  he-  adds.  It  is 
not  surprising  that  Japan’s 
internet  sector  is  hot  What 
Is  suxprising  is  the  country 
that  created  the  Walkman 
and  the  digital  video-disk 
has  taken  so  long  to  embrace 
the  internet 

Even  Japan's  Trig  electron- 
ics companies  such  as  NEC 
and  Fujitsu  have  not  made 
any  significant  contributions 
to  the- internet  in  terms  of 
software  or  operating 
systems.  Both  companies 
have  gingerly  entered  the 
market  by  creating  internet 
service  providers  that  com- 
pete with  over  3,000  other 
ISPs  to  offer  “value-added 
services",  such  as  family-ori- 
ented products  and  educa- 
tional programmes. 

But  Japan  has  produced 


W»uut  uiiu  pfubittoa . i y ~ BMlirnfi 

•>ofpajH4afioa  \-J&b  ^US  • { f ■>  j&n£i 

25 • JMO* 


'radon 


Matte  to.Wttoi  225 Anoos 
- - • '*  SofflOogvoto 

800 


>■  — % "j 


•f-'f T 


A.'V  •‘v  -m**  ..7  7-  - - - 


few  of  the  sort  of  aggressive, 
entrepreneurial  internet 
companies  that  have  sprung 
out  of  Silicon  Valley  in  the 
US.  Cultural  differences,  the 
absence  of  a developed  ven- 
ture capital  community  and 
a limited  number  of  Japa- 
nese users  have  dampM  any 
growth. 


Potential  internet  users 
have  also  been  deterred  by 
high  telecom  charges  and  a 
lack  of  Japanese  language 
content  on  the  Web. 

In  addition,  few  Japanese 
have  even  owned  a com- 
puter, opting  <rart«ari  for  the 
less  expensive  personal 
“handyphones”  which  can 


send  and  receive  e-mails. 

But  this  Is  changing.  PC 
sales  rose  last  year  for  the 
first  time  since  1996,  accord- 
ing to  Kiyonori  Takechi  of 
the  multimedia  services  divi- 
sion of  NEC. 

And  ISDN  tines,  the 
high-speed  digital  based  ser- 
vice networks  that  allow 


users  to  speak  and  send 
large  amounts  of 'data  over 
the  telephone  lines,  are 
being  installed  at  a rapid 
rate  and  offer  a low-cost 
alternative  to  analogue 
phone  lines. 

ISDN  installations  grew 
120  per  cent  to  24m  last  year 
and  are  expected  to  climb  56 
per  cent  to  reach  84m  this 
year,  says  Goldman  Sachs, 
the  US  investment  bank. 

By  2005,  the  number  of 
ISDN  users  is  estimated 
to  reach  16m  with  12.7 
per  cent  penetration.  The 
number  of  internet  users  In 
Japan  should  climb  to  20m 
this  year,  up  43  per  cent, 
according  to  Access  Media/ 
Internet  Association  of 
Japan. 

In  the  US,  internet  usage 
is  expected  to  grow  20  per 
cent  in  1999  to  76m  users, 
according  to  Jupiter  Commu- 
nications. While  the  number 
of  internet  users  in  Japan  is 
forecast  to  grow  more 
quickly  than  in  the  US,  pene- 
tration in  the  US  is  expected 
to  be  28  per  cent  in  1999  ver- 
sus 16  per  cent  in  Japan. 

Japan's  Internet  Industry 
is  well  positioned  to  take  off 
following  in  the  footsteps  of 
US  internet  stocks.  But  it 
remains  to  be  seen  whether 
the  internet's  growth  in 
Japan  will  be  rapid  and  pow- 
erful enough  to  sustain  cur- 
rent valuations.  If  not,  Japan 
might  feel  the  pop  of  another 
bubble. 


Turning  Risk 
Into  Return. 


We're  heloing  our  .customers 
achieve  results  that  move 


UP  AND  TO  THE  RIGHT. 


There  should  be  more  to  a risk  partnership  than  simply 
paying  claims  after  an  “event”  That’s  why  we  have 
completely  redesigned  our  organization  - allowing  us  to  craft 
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Even  our  new  name  reflects  a broader  view.  At  XL,  we  help  our 
customers  see  opportunities  where  others  only  see  risk. 

Will  XL’s  approach  be  successful?  Just  watch  our 
customers’  performance  as  they  turn  risk  into  return. 
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TOYS  AND  GAMES  STRONG  INTERNET  TRADING  COULD  OFFSET  JDISAPPOJNTING  CHRISTMAS  SALES 

eToys  aims  to  raise  $115m  in  IPO 


By  John  i abaft?  in  New  York 

The  toy  and  game  Industry 
came  under  the  spotlight 
yesterday  as  eToys,  the  fast- 
growing online  retailer,  filed 
with  US  regulators  for  an 
initial  public  offering. 

eToys,  which  is  based  in 
California,  expected  the  deal 
to  raise  $115m,  but  offered 
few  details  about  the  struc- 
ture of  the  offering  or  when 
it  planned  to  list. 

The  IPO,  which  had  been 
widely  expected,  has  drawn 


the  attention  of  leading 
underwriters,  including 
Goldman  Sachs  and  Banc 
Boston  Robertson  Stephens. 

Although  the  toys  and 
games  sector  suffered  a dis- 
appointing holiday  sales  sea- 
son. the  internet  Is  consid- 
ered a viable  channel  for 
retailers  and  manufacturers 
in  the  hotly  competitive  sec- 
tor and  eToys  has  proved  a 
strong  contender  for  the: 
growing  online  audience. 

According  to  yesterday's 
filing.  eToys’  revenues  far 


the  fourth  quarter  of  1998 
reached  S22.9m,  up  from 
*500,000  the  year  before, 
when  the  company  launched 
its  web  site. 

The  company  said  it  had 
sold  toys,  games  and 
software  to  320,000  custom- 
ers. 

“In  the  broader  scheme  of 
the  toy  industry,  [the  eToys 
IPO]  Is  a pretty  small  devel- 
opment. However,  it  could 
be  very  important,  since  the 
toy  category  would  appear  to 
lend  itself  to  a certain 


amount  of  e-commerce."  said 
Ursula  Moran,  analyst  at 
Sanford  C.  Bernstein  in  New 
York. 

Tbe  main  risk,  she  added, 
was  the  substantial  price 
competition  that  online  com- 
merce face s. 

Analysts  said  the  online 
portion  of  children's  toys 
and  games  remained  small, 
at  perhaps  only  l per  cent  of 
the  industry’s  total  esti- 
mated annual  sales  of  *30hn- 
*35bn. 

However,  the  delivery  and 


selection  services  offered  by 
internet-based  retailers  are 
expected  to  draw  an  ever 
larger  audience  of  PC-based 
consumers,  especially  those 

who  have  been  frustrated  by 
long  lines  and  low  invento- 
ries of  traditional  retailing 
companies. 

Traditional  retailers,  such 
as  Toys  R Us  and  Wal-Mart, 
have  already  entered  the 
internet  market  with  their 
own  websites,  but  a greater 
threat  to  internet-based 
rivals  such  as  eToys  may 


Lehman  buys  controlling  OCI  stake 


By  Norma  Cohen, 

Property  Correspondent 

Lehman  Brothers,  the  US 
investment  bank,  has  pur- 
chased a majority  stake  in 
Outlet  Centres  International, 
a company  developing  US- 
style  discount  shopping  cen- 
tres in  Europe. 

Lehman  declined  to  dis- 
close the  value  of  its  invest- 
ment. However.  OCI  said  its 
portfolio  consisted  of  three 


centres  providing 
400,000  sq  ft  of  retail  space 
with  an  estimated  market 
value  of  about  £i50m 
(5245m). 

The  company  intends  to 
open  its  first  centre,  at 
Gretna  Green,  Scotland,  this 
spring.  It  plans  to  open  a 
second,  near  Stockholm's 
Arlan  da  airport,  this  autumn 

and  planning  permission  has 
been  obtained  for  a further 
centre  on  the  site  of  a former 


Nato  airbase  In  Zwei- 
bruckeo,  Germany. 

Wilson  Lee.  head  of  the 
European  real  estate  princi- 
pal transactions  group  at 
Lehman,  said:  “We  believe 
this  business  sector  has  tre- 
mendous potential  to  repeat 
the  growth  seen  in  the  US 
and  the  UK" 

The  move  comes  amid 
growing  price-sensitivity 
among  European  shoppers 
who  are  eager  to  purchase 


Small-town  broker  takes  a 
plunge  in  global  waters 

Expansion  forced  by  cross-selling  In  industry,  writes  Nikki  Tait 


Michael  Porter,  the  Har- 
vard Business  School 
professor  and  competi- 
tion guru,  is  speaking  to  a 
couple  of  hundred  brokers  in 
suburban  St  Louis.  His  cen- 
tral message  is:  position 
your  business  to  be  different 
and  don’t  try  to  make  it  all 
things  to  all  men. 

Edward  Jones,  the  bro- 
kers’ employer,  hardly  needs 
encouragement  One  of  tbe 
few  remaining  partnerships 
in  the  US  financial  services 
sector,  it  has  made  a lucra- 
tive business  out  of  selling 
stocks  and  mutual  funds 
through  one-man  offices  In 
small-town  America  for 
decades. 

The  firm  now  has  more 
than  3£00  outlets  in  the  US. 
surpassing  Merrill  Lynch  in 
terms  of  store-fronts. 
Unabashed.  Jones  boasts 
that  many  are  in  places  few 
Americans  could  find  on  a 
map  - Bardstown,  Ken- 
tucky, say.  or  Thief  River 
Falls,  Minnesota. 

Apart  from  a hiccup  in 
1994,  net  profits  have  risen 
consistently  over  the  past 
decade.  In  the  first  nine 
months  of  1998,  Jones  made 
revenues  of  more  than  Slbn. 
mainly  from  commissions. 
That  was  a fourfold  increase 
over  1990. 

But  domestic  challenges 


are  mounting.  The  brokerage 
has  no  proprietary  funds, 
and  generates  only  minor 
investment  hanking  income 
by  handling  bond  or  stock 
issues  for  client  portfolios. 

That,  in  turn,  has  encour- 
aged the  St  Louis-based  firm 
to  consider  exporting  its 
plain-vanilla  business  model. 
Jones  ventured  into  Canada 
in  1994,  and  last  year  began 
to  open  offices  in  the  UK 

Now,  the  talk  is  of  more 
than  doubling  the  UK  pres- 
ence to  100  outlets  by  the 
year-end  and  expanding  into 
other  European  countries 
shortly  afterwards.  “Cer- 
tainly. in  2000,  we’ll  have 
[offices  in]  Ireland.”  says 
Allan  Anderson,  the  partner 
leading  the  European  push. 
Another  mooted  destination 
is  the  Netherlands,  although 
Mr  Anderson  says  the  size  of 
the  German  market  is  also 
attractive. 

Perhaps  surprisingly,  the 
spur  for  this  unlikely  “inter- 
nationalisation" is  not  the 
encroachment  of  Internet- 
based  share  trading.  In  the 
US,  Jones’s  customers  are 
typically  around  retirement 
age  and  hold  their  invest- 
ments for  18  years  - hardly 
the  stuff  of  cyber-trading. 

Rather.  Jones's  challenge 
results  from  the  consolida- 
tion in  US  financial  services. 


top-quality  goods  at  lower 
prices.  Factory  outlet  cen- 
tres have  been  a fixture  In 
US  retailing  for  20  years  and 
are  welcomed  by  manufac- 
turers who  see  them  as  out- 
lets for  end-cf -season  goods. 

Hans  Dobfce.  chief  execu- 
tive of  OCL  said  that  Euro- 
pean shoppers  have  long 
been  price  conscious,  but 
have  been  unable  to  buy 
quality  goods  at  discounts 
because  of  extensive  lobby- 
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“The  reason  growth  is  criti- 
cal is  that  the  securities 
industry  and  hanking  have 
converged,"  says  John  Bach- 
mann,  Jones’s  managing 
partner.  “Our  competition  is 
now  the  large  ’super-re- 
gional’ national  banks.'* 
Organisations  such  as 
BankAmerica,  he  points  out, 
have  thousands  of  locations, 
coast  to  coast,  with  enor- 
mous potential  economies. 
“For  us  to  retain  our  inde- 
pendence. we  have  to  keep 
pace.  We  have  configured 
ourselves  differently  - 
there's  no  one  for  us  to 
acquire  or  merge  with,  so  it 
becomes  essential  for  us  to 
train  and  grow  our  own." 

However,  moving  over- 
seas is  no  easy  solution. 
On  the  plus  side,  Jones 
claims  that  the  UK  experi- 
ence has  demonstrated  a 
basic  similarity  in  the 
demand  for  investment  ser- 
vices. It  also  argues  that  age- 
ing European  populations, 
and  the  desire  by  govern- 
ments to  encourage  individ- 
ual savings  and  investment, 
augurs  well  “The  UK  mar- 
ket is  30-40  years  behind  the 
US,  but  it  will  catch  up  in 
the  next  decade.  And  you’ll 
see  something  similar  in 
Europe,"  predicts  Mr  Bach- 


ing by  full-price  retailers. 

Tough  restrictions  on  out- 
of-town  retailing  centres  had 
delayed  construction  of  new 
centres  and  manufacturers 
had  been  unwilling  to  sup- 
port in-town  centres  for  fear 
of  “cannibalising”  their 
existing  franchises,  Mr 
Dobke  said. 

Factory  outlet  centres  first 
appeared  in  the  UK  in  tbe 
early  1990s  and  more 
recently  on  the  Continent. 


Net  income  pa) 
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But  12  months  in  the  UK 
have  also  highlighted  differ- 
ences. Jones  lost  a quarter  of 
the  first  80-odd  would-be 
investment  representatives 
it  hired  during  training. 

But  perhaps  the  biggest 
challenge  comes  from  the 
nature  of  the  savings  and 
investment  markets  them- 
selves. “More  money  in  the 
UK  goes  into  insurance  prod- 
ucts . . . and  people  don’t  buy 
fixed-income  products,"  says 
Mr  Anderson.  “There’s  a pre- 
disposition on  the  part  of  the 
British  citizen  to  bay  insur- 
ance products.  In  a socialist 
kind  of  environment  that’s 
not  unusual.  It’s  a very  risk- 
averse  place  to  be." 

Jones  points  out  this  is  not 
necessarily  disadvantageous, 
since  commission  on  insur- 
ance-based products  is  often 
higher.  But  Mr  Anderson 
does  express  some  frustra- 
tion over  the  less  systematic 
commission  arrangements  in 
the  UK  and  says  the  firm  is 
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trying  to  persuade  its  invest- 
ment providers  to  agree  to 
some  fixed  fee  arrange- 
ments. 

He  also  yearns  to  be  able 
to  sell  US- style  fixed  income 
products,  such  as  certificates 
of  deposit.  “We’re  looking  to 
talk  to  ABN- Amro  about 
distributing  a manufactured 
product  in  the  UK"  he  says. 
“For  me  to  go  to  a UK  cus- 
tomer and  say  *we  can  sell 
tills  unit  trust  but  we  can 
also  sell  you  a certificate 
paying  5 per  cent*  would  be 
very  nice” 

Moving  to  continental 
Europe  could  add  another 
layer  of  complication  - 
although  Jones  is  pinning 
hopes  on  the  growth  of  com- 
mon, enro-based  investment 
products  to  simplify  the 
task.  “Today.  I expect  the 
Dutch  will  probably  want  to 
own  a Dutch  unit  trust  but 
in  three  years,  it  could  be  a 
euro  unit  trust."  says  Mr 
Anderson. 


Starwood  to 
increase  hotels 


rpme  from  the  toy  manufac- 
turers themselves,  including 
MatteL 

“I  wouldn’t  think  the  man- 
ufacturers would  stand  for 
eToys  to  undercut  them,” 
said  Margaret  Whitfield,  toy 
analyst  at  Tucker  Anthony. 

Mattel,  which  recently 
announced  the  acquisition  of 
The  Learning  Company,  is 
expected  to  launch  Its  own 
website,  aimed  at  high-end 
and  customised  children's 
toys,  during  the  second  half 
of  thic  year. 


Talk  of 
AOL  link 
lifts  eBay 
shares 


By  Roger  Taylor 
to  San  Francisco 

Shares  in  eBay,  the  internet 
auction  business,  jumped  in 
early  New  York  trading  yes- 
terday on  reports  that  the 
company  was  in  talks  with 
America  Online,  the  largest 
provider  of  Internet  services 
in  the  US. 

The  shares  initially  rose 
6 per  cent  following  a Wall 
Street  Journal  report  that 
AOL  was  considering  taking 
small  stake  in  eBay. 

However  by  mid-afternoon 
the  stock  drifted  back  to 
8235%.  a 2 per  cent  Increase 
on  Its  opening  price. 

AOL  declined  to  confirm 
the  talks  but  said  it  was  con- 
stantly in  discussions  with  a 
large  number  of  internet 

tTimpanipR 

eBay  was  unavailable  for 
comment 

AOL  has  link*  to  a large 
number  of  internet  auction 
businesses,  including  uBid, 
Onsale  and  bid.com,  the 
Canadian  online  auction 
service. 

However  eBay  has  mitered 
into  a Slim  deal  with  AOL 
under  which  it  gets  exclu- 
sive promotion  in  some  parts 
of  the  site. 

Any  further  link  up 
between  eBay  and  AOL 
could  see  an  AOL  branded 
version  of  the  eBay  system 
established  for  AOL  users. 

eBay's  internet  site  allows 
private  individuals  to  auc- 
tion goods  to  each  other 
across  the  internet. 

Shares  in  the  company 
have  jumped  more  than  ten- 
fold since  it  came  to  the 
stock  market  last  year. 
• Bid.Com  is  hoping  to  capi- 
talise on  US  investors’ 
enthusiasm  for  US  internet 
stocks  by  seeking  a listing 
on  Nasdaq,  writes  Edward 
AJden  in  Toronto. 

The  company  has  already 
been  among  the  most 
heavily  traded  stocks  on  the 
Toronto  Stock  Exchange. 


By  Bbabeth  Robinson^ 

Starwood  Hotels,  the  US 
hotels  and  casino  operator, 
aims  to  increase  its  hotel 
portfolio  by  45  per  cent 
within  three  years  to  more 
than  1.000  properties. 

The  company  will  spend 
5800m  on  renovating  its 
hotels  this  year,  on  top  of 
the  $2JJbn  spent  since  1995. 
The  company  expects  to 
expand  aggressively  in 
Europe,  where  it  operates 
108  hotels. 

-We  will  participate  in  the 
industry's  consolidation,” 
said  Juergen  Bartels,  chief 
executive  of  Starwood's 
hotel  division,  whose  brands 
include  Westin  and 
Sheraton. 

US  hotel  companies  are 
cooking  to  bring  their  brand 
power  to  Europe  to  benefit 
from  marketing  and  pur- 
chasing synergies.  While 
about  69  per  cent  of  US 
hotels  are  affiliated  to 
brands,  less  than  one- 
quarter  of  . hotels  in  Europe 
are  branded. 

Ladbroke,  which  operates 
the  Hilton  brand  outside  the 
US.  last  week  agreed  to  buy 
Stakis  for  £l.5bn  ($2.44bn). 


giving  it  90  HUton  hotels  ta 
the  UK  - a more  industry 
observers  said  was  the  start 
of  greater  consolidation  m 
the  UK  and  Europe. 

Mr  Bartels  sees  the  Uh  aS 
particularly  npe  for  acquisi- 
tions. “If  w couldn't  double 
in  three  years,  we  would  be 
very  disappointed."  he  said. 
The  company  operates  eight 
hotels  in  the  UK.  including 
the  Turnberry  hotel  and  guir 
resort  in  Scotland. 

Mr  Bartels  called  the 
SSOOm  renovation  on  the  223 
hotels  that  Starwood  owns 
or  operates  as  joint  ventures 
a tong-term  strategy.  Of  that, 
some  8200m  was  “our  natu- 
ral and  needed  spending 
level”.  He  expected  the  own- 
ers of  the  remaining  Star- 
wood hotels,  which  operate 
as  franchises  or  manage- 
ment contracts,  to  match  the 
total  figure  on  a hotel-by- 
hotel  basis. 

Starwood,  which  bought 
ITT  Corporation  in  1997  for 
$iO.£bn,  abandoned  its 
“paired  share"  real  estate 
investment  trust  (reit)  status 
earlier  this  year,  turning 
itself  into  a conventional 
company  with  a reit 
subsidiary. 


NEWS  DIGEST 

TELECOMMUNICATIONS 

AT&T  investors  approve 
Tele-Communications  buy 

AT&T  shareholders  yesterday  approved  the  long-distance 
telecommunications  group's  S48bn  purchase  of  cable  tele- 
vision company  Tele-Communications,  The  shareholder 
approval  removes  another  hurdle  for  the  planned  deal, 
which  is  expected  to  dose  shortly  once  it  receives  clear- 
ance from  the  Federal  Communications  Commission. 

AT&T,  the  leading  US  long-distance  company,  said  about 
99  per  cent  of  the  shares  that  were  voted  approved  the 
merger. 

Shareholders  in  TCI,  the  second-largest  US  cable  televi- 
sion company,  were  due  to  vote  on  the  deal  at  a separate 
meeting  in  Englewood,  Colorado.  The  combined  company 
wfll  offer  long  distance,  cellular  phone  sendee,  cable  televi- 
sion and  high-speed  Internet  access.  AT&T  also  plans  to 
provide  local  telephone  service  over  TCI’s  cable  television 
wires  instead  of  traditional  copper  phone  lines. 

The  deal,  announced  in  June,  received  the  blessing  of 
the  US  Department  of  Justice  but  stHl  faces  scrutiny  from 
the  FCC,  a few  municipalities  and  the  state  of  California. 
The  FCC  is  expected  to  back  the  deal  without  requiring 
the  companies  to  meet  certain  concessions  sought  by 
their  rivals.  Reuters,  New  York 


TELECOMS  EQUIPMBfT 

Lucent  plans  stock  split 

Lucent,  the  world's  largest  maker  of  telecommunications 
equipment,  said  yesterday  its  board  approved  a iwo-for- 
one  stock  split  - the  second  in  12  months.  The  company 
will  issue  the  additional  shares  on  April  1 to  shareholders 
of  record  on  March  5.  Lucent  had  about  1.32 bn  common 
shares  outstanding  as  at  January  31 , and  about  3m  share- 
holders. making  it  the  second  most-wkfely  held  US  stock 
behind  AT&T,  Its  former  parent  Lucent  shares  gained  $1 
to  $99  in  heavy  trading  on  the  New  York  Stock  Exchange 
early  yesterday.  The  stock  split  had  been  widely  rumoured 
as  its  shares  have  surged  about  110  per  cent  over  the 
past  12  months.  Reuters,  New  York 


-iri*  * r 

..struct 

1 11 


4. 


r , ' 

V ' " .? 

•*-•**«■ 


- v*  • 

■<*+. 

- * 


.u:.« 

i>.  W 
' • - -.m-41 


m 

■ ji. . uvaij 

- v* idrit 

v atar  i 

-***■-  ft 

-if  s&iff 

• -e  9 
r 

: v;*r  & 

••  •?***&&& 

’---  -V-. 


inka 


total 


**  m 


Mi 


— ***< 


rsi 


•i 

■ • 

- 'AWlSiik 


Shareholders  in  AB  Volvo  (publ)  are  hereby  summoned  to  an  Extraordinary  General  Meeting  in  Goteborg,  LisebergshaUen, 
entrance  from  Orgrytevagen.  The  Meeting  will  be  held  at  2:00  p.m.  on  Monday,  March  8, 1999. 


Agenda 

1 . Opening  of  the  Meeting 

2.  Election  of  Chairman  of  the  Meeting 

3.  Preparation  and  approval  of  the  list 
of  shareholders  entitled  to  vote  at 
the  Meeting 

4.  Approval  of  the  agenda 

5.  Election  of  mmutes-checkens  and 
vote-checkers 

6.  Determination  of  whether  the 
Meeting  has  been  duly  convened 


Volvo  Cars  represent  all  of  the  issued  and  out- 
standing shares  in  Volvo  Person vagnar  Holding  AB, 
which  on  completion  of  the  contemplated  sale 
wifi  hold  or  have  the  right  to  all  assets  and  liabil- 
ities that  farm  Volvo’s  business  area  'Cats'  as 
reflected  in  Vbhro's  annual  report  and  Volvo  Car 
Corporation's  interest  in  the  new  company,  which 
will  own  the  Volvo  trademark. 

Considering  due  Ned  Car  BV,  the  Netherlands,  is 
reported  with  a time  lag  of  one  quartet;  die  final 
net  debt  of  this  company,  at  December  31. 1998, 
has  not  yet  been  determined  but  is  included  on  a 
preliminary  basis 


7.  The  Board  of  Directors' proposal  to 
sell  Volvo  Cars*  to  the  Ford  Motor 
Company,  including  Volvo  Cars' 
interest  in  a new  entity,  owning  the 
Volvo  trademark  and  that  the  gene- 
ral meeting  authorize  the  Board  to 
take  all  appropriate  actions  to  con- 
clude the  sale,  substantially  on  the 
following  terms: 

(1)  Volvo  Cars  is  being  transferee!  for 
SEK  50,000,000.000 

(2)  The  sale  is  effective  as  of  January 
1,1999.  . 

(3)  Adjustment  will  be  made  for  net 
financial  assets/liabifities  in  the 
main  operations  at  December  31, 
1998  and  to  the  extent  that 

debt/equity  ratio  in  the  sales-finan- 
dng  operations  deviate  from  9:1  at 

December  31, 1998-  In  total,  it  is 

estimated  that  these  adjustments 
will  decrease  the  purchase  price 
by  SEK  4.2  billion**.  AB  Volvo  bas 
also  received  a dividend  of  SEK 
17.7  billion  from  Volvo  Care. 

After  adjusting  for  said  items  the 
purchase  price  is  estimated  to 
SEK  28.1  billion. 


(4)  The  payment  will  be  made  in  two 
installments,  of  which 

(a)  estimated  SEK  10,169  M,  plus 
USD  700  M on  date  of  completion 

(b)  USD  1,613  M two  years 
following  date  of  completion 

(5)  Volvo  expects  that  it  will  provide 
customary  representations  and 
warranties  and  related  indemnities 
for  this  type  of  transaction. 

(6)  The  sale  is  conditional  on  approval 
i or  negative  clearance  from  the  re- 
levant competition  or  other  author- 
ities and  approval  of  the  General 
Meeting. 

A separate  document  containing  informa- 
tion on  Volvo’s  sale  of  Volvo  Cars  to  Ford 
will  be  sent  to  Volvo’s  shareholders  before 
the  Extraordinary  General  Meeting.  The 
document  can  also  be  ordered  from: 
Telefax:  446  31  66  20  20 

E-mail:  CS I .volvoinf^merno.  v’olvase 
It  is  also  available  on  internet: 
www.volvo.com 


Right  to  participate  in  the  Meeting 

Participation  in  Volvo’s  Extraordinary 
General  Meeting  is  limited  to  shareholders 
who  are  recorded  in  the  share  register  on 
February  26, 1999  and  who  advise  Volvo 
not  later  than  1 2.00  noon  (Swedish  local 
time}  on  March  3, 1999  of  their  intention 
to  participate. 

Share  registration 

Volvo's  share  register  is  maintained  by 
VardepapperscentralenVPC  AB  (Swedish 
Securities  Register  Center).  Only  owner- 
registered  shares  are  listed  in  the  names 
of  the  shareholders  in  tbe  share  register. 

To  be  entitled  to  participate  in  the 
Extraordinary  General  Meeting,  owners  of 
shares  registered  in  the  name  of  a trustee 
must  have  the  shares  registered  in  their  own 
names 

Shareholders  who  have  trustee-registered 
shares  should  request  the  bank  or  broker 
holding  the  shares  to  request  owner-registra- 
tion, so-called  voting-  right  registration, 
several  banking  days  prior  to  February  26, 
1999.  Trustees  normally  charge  a fee  for  this. 


Notice  to  Volvo 

Notice  of  intention  to  participate  in  the 
Meeting  may  be  given 

• by  telephone  to  +46-31-59  00  00 

• or  in  writing  to: 

AB  Volvo  (publ) 

Legal  Department 

S-405  08  Goteborg,  Sweden 

In  providing  such  notice,  the  shareholder 
should  state 

• name 

• personal  registration  number  (where 
applicable) 

• address  and  telephone  number 
Shareholders  who  desire  to  participate  in 
foe  Meeting  must  submit  notice  prior  to 
expiration  of  the  notice  period,  not  later 
than  Wednesday,  March  3, 1999, 12:00 
noon  (Swedish  local  time). 
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Electra’s  plan 
to  restructure 
dismays  3i 


By  Katharine  Campbell 
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Electra  Investment  Trust 
yesterday  unveiled  recon- 
struction plans  that  irnmofi* 
ately  drew  fire  from  rival 
venture  capitalist  3i,  which 
saw  its  indicative  offer  of 
705p  rebuffed  last  month. 

Institutional  shareholders 
also  expressed  unease  at 
whether  the  plans  would 
succeed  in  narrowing  the 
trust's  persistent  discount, 
although  its  share  price  rose 
IOVjP  to  685p. 

Michael  Stoddart.  EIT’s 
chairman,  proposed  an  ini- 
tial buy-back  of  up  to  40  per 
cent  of  Electro’s  shares  via  a 
tender  offer  on  terms  to  be 
announced  on  March  11  - 
after  the  Budget,  to  take  into 
account  any  changes  in  capi- 
tal gains  tax.  That  would  be. 
based  on  a net  asset  value  of 
the  trust  at  February  28.  The 
offer  is  to  be  financed  with  a 
£750m  facility  from  National 
Westminster  Bank  and  JP 
Morgan.  Analysts  said  the 
new  NAV  couM  be  signifi- 
cantly more  thnn  750p. 

The  trust  would  make  no . 
new  investments,  while  Elec- 
tro Fleming,  the  manage- 
ment company,  would  real- 
ise existing  assets,  a process 
that  would  be  “substantially 
complete”  within  five  years, 
according  to  Mr  Stoddart. 

Electra  also  confirmed  it 
had  received  “preliminary 
proposals”  from  other  par- 
ties. 

A person  close  to  3i  said: 
“We  are  astonished  Electra 
has  dismissed  so  quickly  jfl’s 


indicative  offer.  They  must 
have  a high  degree  of  confi- 
dence in  introducing  a third 
party  because  the  proposed 
reconstruction  doesn't  sug- 
gest a value  propositi  on  for 
shareholders  as  attractive  as 
a*s  proposal."  He  added  a 
would  have  a “very  fun  dis- 
cussion” of  all  its  options, 
which  include  the  possibility 
of  a hostile  bid. 

Jonathan  Dawson  at  Laz- 
ar <3  Brothers,  advisers  to 
Electro,  hit  back  at  Si’s  nego- 
tiating tactics.  “They  have 
given  us  four  different  num- 
bers of  which  the  last,  at 
705p,  was  not  the  Highest  it 
is  very  difficult  to  see  how 
they  could  get  anywhere 
near  [the  level  that  could  be 
realised  for  shareholders 
uridof  the  proposals]”. 

Institutional  investors  crit- 
icised the  Idea  of  a^ng  sig- 
nificant levels  of  debt 'to  a 
portfolio  that  already  con- 
sists mainly  of  leveraged 
buy-outs.  One  “Institu- 
tional shareholders  want 
Electra  to  do  a deal  with  & 
or  a third  party  at  the  high- 
est price  .over  700p.  This  is  a 
ludicrous  scheme.” 

The  trust  would  not  neces- 
sarily be  completely  liqui- 
dated in  five  years,  Mr  Stod- 
dart Raid. . 

Electra  Fleming  officials 
today  meet  Clayton.  Dubllier 
& Bice  of  the  U$.  which  has 
expressed  an  interest  in  buy- 
ing the  management  com- 
pany. But  observers -ques- 
tioned why  it  should  pay 
much  when  its  Train  client 
was  being  wound  up. 


. COMMENT 


UK 


ratings 


Urtaate'  ;. 

iBttA  Bads  refcfiw to  tte  AB-Sftre 

(BSElifceg ‘ 


First  Lloyds  TSB,  then  Bar- 
clays. Banks  have  been  giv- 
ing their  shareholders  a 
pleasant  surprise  this  report- 
ing season.  The  good  news  is 
that  domestic  bad  debts  are 
barely  increasing  despite  a 
slowing  economy.  Although 
this  largely  reflects a gentier 
than  exported  slowdown  - 
pace  yesterday's  surprise  fall 
in  UK  tmemployment  - It  is 
still  welcome.  It  also  raises  a 
question:  should  investors 
rerate  bank  shares?  These- 
have  traditionally  traded  on 
a p/e  dLscotmt  to  the  market 
of  the  volatility  of 
bank  profits.  With  more  sta- 
bility. ratings  should  rise. 

This  is  logical  but  may  not  lead  to  higher  share  prices, 
mainly  because  bank  profits  are  under  pressure.  Low  inter- 
est rates  are  squeezing  margin  between  borrowing  and  lend- 
ing rotes,  an  which  banks.depend  for  60  per  cent  of  earnings. 
Retail  banking  competition  is  hotting  up.  Investors  should 
concentrate  eh  the  prlce/book  ratio,  which  reflects  the 
return  an  equity  achieved  compared  with  the  cost  of  equity. 
This  is-  saying  bank  .profitability  is  set  to  fall.  Take  Lloyds, 
which  made  a 32  per  cent  return  on  equity  last  year.  Assum- 
ing a perpetuity  growth  rate  of  6 per  cent  and  9 per  cent  cost 
of  equity,  Lloyds  would  be  on  a price/book  ratio  of  &5  if 
investors  thought  such  returns  replicable  in  future.  In  fact, 
it  trades  on  seven  times  book,  implying  a fall  to  25  per  cent. 
The  market’s  caution  seems  Justified.  Unless  such  figures 
prompt  consolidation,  investors  should  not  bid  up  the  sector. 

Electra  Investment  Trust 

Electro’s  board  huffed  and  puffed  to  some  effect  at  yester- 
day’s annual  meeting.  There  was  no  new  figure  for  net  asset 
value  and  no  white  knight  was  named.  Yet  shareholders 
have  been  reassured  that  there  are  some  bidders  out  there 
who  might  offer  more  than  the  TOOp  or  so  mooted  by  3L  And 
the  tender  offer  to  buy. back  up  to  40  per  cent  of  the  equity 
should  also  be  priced  above  that  floor.  But  shareholders  are 
faced  with  quite  a risky  prospect  Although  the  gams  from 
realisation  will  he  spread  across  a for  smaller  equity  base, 
there  is  obvious  uncertainty.  At  worst  a rump  of  sharehold- 
ers wm  eventually  be  left  with  a rump  of  difficult-tosell 
assets.  But  once  Etectra  finally  comas  up  with  a new  net 
asset  value  of,  say  750p  a share,  the  game  will  really  be  on  to 
secure  a bid  at  around  that  level 


Danka  discloses  $236m  charge 


By  Susanna  Voyfe 


> 

* 


Danka  Business  Systems, 
the  troubled  photocopier 
supplier,  last  night  surprised 
the  market  with  news  of  a 
223612m  restructuring  charge 
which  pushed  third  quarter 
losses  to  S32QBm  and  will 
lead  to  1,400  job  losses. 

The  re5UltS  annnnnppnvmt 

was  expected  on  Friday. 
However,  the  group  - which 
is  listed  in  London  and  on 
Nasdaq  * issued  the  figures 


from  its  Florida  headquar- 
ters to  the  US  markets.  Fig- 
ures prepared  to  UK 
accounting  standards  will  be 
released  today. 

US  lawyers  to  Danka 
advised  the  group,  which  is 
80  per  cent  owned  by  US 
shareholders,  that  it  had  to 
release  the  figures  to  the 
market  after  a day  of  talks 
with  banks.  By  the  time  that 
decision  bad  been  made  the 
London  market  bad  closed, 

Danka  has  struggled  since 


it  bought  Kastman  Kodak's 
photocopier  distribution 
badness  for  £43Sm  two  years 
ago.  In  November  the  group 
warned  that  it  might  be 
forced  to  seek  protection 
under  Chapter  11  of  the  US 
bankruptcy  rente.  In  October 
Danka  submitted  to  strict 
conditions  from  its  banks  to 
avoid  breaching  loan  cove- 
nants. Yreterday  the  group 
said  It  had  asked  its  30- 
strong  hanking  syndicate  to 
extend  the  credit  agreement 


- due  to  run  out  at  the  end 
of  this  month  - for  an  extra 
180  days. 

Danka  also  announced 
that  Larry  Switzer,  who 
became  interim  chief  execu- 
tive in  October,  would  for- 
mally lead  the  group. 

Turnover  in  the  three 
months  to  December  31  fell 
from  $83A2m  to  2723.9m-  It 
said  the  results  were  hit  by 
lower  retail  pqutpmpnt  sales 
and  lower  service,  supplies 
and  rental  revenues.  - 


Woolwich  securitisation 
move  with  US  link-up 


By  Christopher  Browo-ftoues 

Woolwich,  the  building 
society-turned-bank,  paved 
the  way  for  securitising 
some  of  its  mortgages  yester- 
day by  unveiling  a joint  ven- 
ture with  a leading  US 
lender.  K said  the  link  with 
Countrywide  Credit  Indus- 
tries would  give  it  access  to 
sophisticated  loan  process- 
ing technology  that  would 
cut  costs  and  improve  cus- 
tomer service. 

The  service  would  also  be 


offered  - for  a fee  - to  other 
UK  mortgage  lenders,  Wool- 
wich’s competitors,  and 
expanded  Into  Europe. 

Woolwich  also  announced 
a Jump  In  underlying  pre-tax 
profits  from  £455 .7m  to 
£505.  lm  ($823 -3m),  beating 
expectations,  and  said  it 
would  return  £236m  to  share- 
holders via  a 15p  special  div- 
idend. The  bank  said  the 
Countrywide  link  would  cut. 
costs  and  position  it  for  any 
industry  shift  to  securitisa- 
tion - a process  that4 


involves  packaging  mort- 
gages into  bundles  and  sell- 
ing bonds  backed  by  the 
income' from  them.  In  the 
US,  about  half  erf  all  mort- 
gages are  securitised. 

John  Stewart,  Woolwich 
chief  executive,  said:  “We 
will  have  the  facility  to  sec- 
uritise later  this  year”. 

Analysts  have  warned 
securitisation  could  cut  mar- 
gins and  lead  to  a full-blown 
price  war,  but  they  tov  pos- 
itive about  the  Woolwich 
venture. 


Chesapeake 
wins  battle 
for  Field 

Sborewood  Packaging 
yesterday  conceded  defeat  In 
its  battle  with  its  fellow  US 
company,  Chesapeake,  for 
Field  Group,  and  withdrew, 
its  offer,  writes  Virginia 
Marsh. 

Last  Friday  Chesapeake, 
which  had  initially  bid  320p 
a share  for  the  UK  packag- 
ing group,  lifted  its  offer  to 
360p  a share.  That  valued 
Field,  which  has  about  £30m 
in  debt,  at  £218m  (5355m). 
The  move  by  Chesapeake 
came  two  days  after  Shore- 
wood  launched  a rival  offer 
at  350p.  Field  had  recom- 
mended all  three  offers. 

Sborewood  was  advised  by 
Bear  Stearns;  Field  by  ING 
Barings  and  Chesapeake  by 
DU. 


RESULTS 


Royal  Sun  bid  for 
Tyndall  Australia 


By  Gwen  Robinson  in  Sydney 
and  Teny  Had  ki  New  Zealand 


Royal  & Sun  Alliance,  the 
UK  insurer,  has  bid  A$738m 
($4?8ai)  for  Tyndall  Austra- 
lia, an  insurance  and  fund 

management  group. 

Tyndall  is  SOB  per  cent 
owned  by  Guinness  Peat 
Group,  the  investment  com- 
pany controlled  by  Sir  Bon 
Brierley,  the  New  Zealand 
entrepreneur. 

The  combined  life  risk 
business  of  Tyndall  and 
Royal  & Sun’s  Australasian 
operations  would  make  the 
merged  entity  the  region’s 
fourth  largest,  with  market 
share  of  about  10  per  cent 

The  cash  bid  of  A$2-80  a 
share  was  recommended  by 


PINB 


Tyndall’s  board,  but  its 
share  price  rose  nearly  12 
per  cent  to  AS2S7,  indicating 
hopes  of  an  increased  offs' 
or  the  emergence  of -a  rival 
bid,  analysts  said. 

Tbe  offer  represents  a 16 
per  cent  premium  to  Tyn- 
dall’s weighted  average 
share  price  over  tbe  past 
three  months.  Royal  & Sun 
said  it  was  priced  at  2.7 
times  net  tangible  assets  and 
at  a s multiple  of  22B  times 
last  year’s  earnings. 

But  analysts  said  the  price 
was  an  tbe  low  side. 

Rqyal  & Sun's  lad  is  com- 
plicated by  its  agreement 
with  GPG  to  acquire  25m  of 
GPG’s  shares  in  Tyndall  for 
AS&80  each,  subject  to  the 
bid  becoming  unconditional. 


Upbeat 

WPP 

advances 

By  IBcfcairJ  Tomkins 


WPP,  the  marketing  and 
advertising  group  that  owns 
the  J Walter  Thompson  and 
Ogilvy  & Mather  agencies, 
yesterday  reported  a 20  per 
cent  jump  in  pre-tax  profits 
for  1998  and  delivered  an 
upbeat  message  in  the  face 
of  recessionary  tears. 

On  revenue  up.  10  per  cent 
to  £1.92hn  ($3.I2bn),  pretax 
profits  rose  from  £177tn  to 

Despite  economic  upsets  in 
Asia  Pacific  and  Latin  Amer- 
ica, worldwide  communica- 
tions industry  revenues  rose 
Wiper  cent  last  year,  and 
WPP  - the  world’s  biggest 
advertising  group  after 
Omnicom  - grew  foster  stffl 
by  increasing  market  share. 

Operating  margins  before 
incentive  payments  of  £58m 
rose  from  15  to  15B  per  cent 

Martin  Sorrell,  chief  execu- 
tive. said  early  indications 
pointed  to  a 4-5  per  cent 
growth  in  worldwide  com- 
munications industry  reve- 
nues this  year,  only  a little 
below  last  year’s  leveL 

Factors  countering  the 
possibility  of  a downturn,  he 
said,  included  the  build-up  to 
the  Sydney  2000  Olympics 
and  the  US  presidential  elec- 
tion. 

WPP  warned  network  tele- 
vision broadcasters  they 
were  in  danger  of  pricing 
themselves  out  of  the  mar- 
ket by  charging  advertisers 
ever  higher  prices. 
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An  Important  Message  For 
ENERSIS  Shareholders 

Vote  to  Amend  the  Bylaws  to  Increase  Enersis’s  Ownership  Cap 

Don’t  Pass  Up  a 36%  Premium  for  your  Shares 

Don’t  Leave  Your  Vote  Blank.  If  You  Don’t  Vote  FOR  the 
Bylaw  Amendment,  You’re  Voting  Against  It 

Your  Immediate  Action  Is  Required 

At  a special  shareholders’  meeting  on  February  24,  1999,  Enersis 
S.A.  shareholders  will  have  the  opportunity  to  vote  to  amend  the 
Enersis  bylaw  amendment  that  prohibits  anyone  from  owning 
more  than  32%  of  Enersis ’s  shares.  This  bylaw  prevents  you 
from  participating  in  any  change  of  control  transaction.  ADS 
holders  must  return  voting  instructions  to  Citibank  no  later  than 
10:00  cum..  New  York  City  time , on  Monday,  February  22, 1999 . 

Without  Your  Vote 

ENDESA’s  Tender  Offer  Can’t  Proceed 

> ENDESA’s  premium  cash  tender  offer  cannot  go  forward 
unless  the  bylaw  amendment  is  approved  since  we  now  own 
almost  32%  of  Enersis’s  shares  - the  maximum  under  the  bylaw 
limit  We  are  offering  to  purchase  in  the  U.S.  Offer  (open  to  all 
persons  other  than  Chilean  persons)  up  to  694,591,189  Enersis 
shares  at  a cash  price  of  Chilean  Pesos  320  per  share  and 
Chilean  Pesos  16,000  per  American  Depositaiy  Share  - equal  to 
approximately  US$0.65  per  share  and  US$32.44  per  ADS  at 
prevailing  exchange  rates  on  2/12/99. 

> ENDESA’s  offer  provides  real  value.  Our  offer  represents  a 
36%  premium  over  the  pre-announcement  Enersis  share  price 
on  the  Santiago  Stock  Exchange.  If  the  tender  is  successful, 
ENDESA  plans  to  use  Enersis  as  a platform  for  growth  in  Latin 
America.  And  we  fully  expect  a liquid  public  market  for  ADSs 
and  shares  to  continue,  since  at  least  36%  of  Enersis’s  shares 
will  remain  publicly  held  - making  Enersis  among  the  top  three 
Chilean  corporations  in  terms  of  public  float,  with  an 
approximate  free  float  value  of  at  least  US$1.2  billion. 

^ ENDESA  believes  the  current  bylaw  is  harmful  to  all 
Enersis  shareholders  because  it  blocks  any  potential  tender 
offer  that  would  bring  a bidder’s  position  above  32%;  it  may 
deter  premium  takeover  offers  and  depress  Enersis’s  share  price; 
and  it  allows  holders  of  a relatively  small  minority  of  shares  to 
block  a change  of  control  transaction,  even  if  the  transaction  is 
supported  by  a laige  majority. 

> ISS  recommends  voting  FOR  amending  the  Enersis  bylaw. 

In  its  February  12  report,  Institutional  Shareholder  Services,  the 
world’s  leading  provider  of  proxy  voting  and  corporate 
governance  services,  said  ‘ISS  believes  that  shareholders  should 
take  this  opportunity  to  lift  Enersis’s  restrictive  share  ownership 
cap  and  let  the  (ENDESA]  bid  proceed.” 

>>  Please  fill  out  your  voting  instruction  card.  A vote  FOR  the 
bylaw  amendment  keeps  yoor  options  open.  A vote  FOR  the 
bylaw  amendment  does  not  commit  you  to  tender  your  ADSs  or 
shares.  Even  if  you  are  not  planning  to  tender  your  ADSs  or 
shares,  we  urge  you  to  vote  FOR  the  bylaw  amendment.  Eveiy 
vote  is  important,  since  in  order  to  amend  the  bylaw,  holders 

. of  at  least  75%  of  all  outstanding  Enersis  shares  must  vote 
FOR  the  amendment 


ENDESA  S.A. 


If  any  of  your  ADSs  or  shares  are  held  in  the  name  of  a 
bank,  broker  vr  other  nominee , please  contact  the  party 
responsible  for  your  account  and  direct  him  or  her  to  vote 
FOR  the  bylaw  amendment.  You  should  also  return  your 
voting  instruction  for  receipt  by  Citibank  no  later  than 
10:00  a.m.  ( New  York  City  time)  on  Monday,  February  22, 
1999 . Additional  information  regarding  the  bylaw 
amendment,  how  to  vote  your  ADSs  or  shares  or  the  terms 
of  our  offer  may  be  obtained  by  calling  D.F.  King  toll  free 
at  (800)  859-8509  or  collect  at  (212)  269-5550. 
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TECHNOLOGY  AND  MANAGEMENT 


TEeHNOLOGY  COMMERCIAL  SCIENCE 


Shooting  for  the  stars 


Jim  Benson  is  a man  with  a mission:  to  design,  build  and  launch  rockets 
into  the  atmosphere  - for  profit.  James  Pickford  reports 


'WEM  American  entrepreneurs 
KAJIare  rarely  noted  for  the 
mwm\ conservatism  of  their 
ambitions  yet,  at  first  sight,  Jim 
Benson,  founder  and  chief  execu- 
tive of  commercial  space  explora- 
tion company  SpaceDev,  would 
appear  to  lave  bitten  off  consid- 
erably more  than  he  can  chew. 

He  aims  to  design,  build  and 
launch  into  deep  space  a series  of 
rockets  - with  no  government 
subsidy  and  with  the  promise  to 
his  shareholders  of  a healthy 
profit  at  the  end  of  each  mission. 

The  first  is  scheduled  for  April 
2001.  Benson  plans  to  launch  an 
unmanned  spacecraft  that  will 
carry  scientific  Instruments  to  a 
near-Earth,  stony-metallic  aster- 
oid called  4860  Nereus.  It  will  be 
the  first  private  mission  to  leave 
Earth  orbit  and  the  instruments 
It  carries  will  send  back  valuable 
scientific  data;  when  that  arrives, 
he  hopes,  so  will  SpaceDev’s  rev- 
enue. 

The  business  case  Is  surpris- 
ingly simple:  scientists  around 
the  world,  who  normally  lobby 
Nasa,  the  European  Space 
Agency  (ESA)  and  other  national 
space  agencies  to  run  missions  to 
carry  their  instruments  into  deep 
space,  could  use  their  govern- 
ment and  institutional  funds  to 
hitch  a cheaper  ride  with  Space- 
Dev’s launch  vehicle. 

For  instance,  the  current  Nasa 
Near  Earth  Asteroid  Rendezvous 
mission  to  a nearby  asteroid  is 

costing  the  US  taxpayer  $245m 
(E150m)  and  carries  five  scientific 
instruments.  Any  private  mission 
that  can  retrieve  data  of  a similar 
quality  for  less  thhn  $5Gm  per  set 
is,  therefore,  highly  attractive  to 
those  scientists  and  their  funding 
bodies. 

“From  a business  point  of  view 
I’ve  only  identified  an  existing 


opportunity  beyond  Earth  orbit,” 
says  Mr  Benson.  "Well  be  tap- 
ping into  a market  for  space  sci- 
ence data  that  Is  already  worth 
$ltin  or  $2bn  a year.” 

But  SpaceDev’s  prices  for 
accommodating  an  Instrument 
(published  at  wiow.  spacedev.  com), 
range  from  flOm  to  $15m.  How 
can  Benson  claim  to  undercut 
Nasa’s  costs  by  such  a wide  mar- 
gin? 

First,  by  sidestepping  the  tortu- 
ous bureaucratic  procedures  that 
push  up  the  costs  of  any  Nasa- 
run  programme. 

“Every  piece  of  technology  in  a 
government  programme  has  to  be 
documented  all  the  way  back  to 
the  assembly  line,”  be  explains. 
"You  can  have  two  or  three  car- 
tons of  paper  far  every  little  sub- 
system on  the  spacecraft  We 
don't  need  to  do  that  - we  can 
buy  proven,  off-the-shelf  compo- 
nents that  are  good  enough  to  get 
the  job  done  and  good  enough  to 
be  insured." 

Second,  the  existing,  well 
developed  market  in  commercial 
satellite  launches  enables  Spa- 
ceDev  to  buy  inexpensive  launch 
vehicles  that  are  proven  and  reli- 
able (and.  therefore.  Insurable). 

Third,  Mr  Benson  has  recruited 
experienced  engineers  from  Nasa 
itself  and  Amsat  (the  Amateur 
Satellite  Organisation),  a 30-year- 
old  organisation  of  volunteers 
that  has  successfully  launched 
more  than  20  satellites  built  in 
iwtiniriam:'  backyards. 

“We  are  using  wilting  off-the- 
shelf  components,  we  are  using 
commercial  launch  vehicles  that 
are  fully  insured,  thereby  minim- 
ising 'the  risk,  and  we  are 
employing  experienced  people 
who  have  built  one  or  more  suc- 
cessful deep-space  science  mis- 
sions.” Mr  Benson  remarks. 


“It  doesn’t  require  any  new 
breakthroughs,  new  technology 
or  huge  R&D  expenditure,  despite 
the  fact  that  our  first  project  is 
something  no  one  else  has  done.” 
The  size  of  the  project  would 
seem  to  call  for  a lifetime's  expe- 
rience in  the  specs  industry,  yet 
the  53-year-old  Mr  Benson  spent 
the  first  30  years  of  his  working 
life  as  an  entrepreneur  in  the 
computer  industry.  One  of  his 
start-ups.  Compusearch,  mar- 
keted an  early  text  search  and 
retrieval  programme  of  his  own 
making.  A second,  ImageFast, 
sold  an  advanced  Windows-based 


*1  keep  hammering 
it  home  to  everyone: 
space  is  a place, 
not  a government 
programme’ 


document  anawniwg  and  manage- 
ment system. 

In  1995  he  sold  both  companies 
and  retired  to  the  mountains  of 
Colorado.  “After  six  months  of 
my  retirement  I was  bored,”  he 
recalls.  "So  I decided  to  go  back 
to  business.  The  Internet  was 
beginning  to  hot  up  but  it  just 
didn't  inspire  me.  On  the  other 
hand,  I have  been  fascinated  by 
science,  astronomy  and  technol- 
ogy all  my  life  and  that  led  to  the 
idea  of  space  commercialisation.” 

Mr  Benson  comes  across  as 
modest,  articulate  and,  above  all, 
sensible  - a quality  that  is 
undoubtedly  to  his  advantage,  as 
he  admits  that  sceptics  Inside 
and  outside  the  space  community 
have  not  been  easy  to  convince. 


The  perception  that  space  explo- 
ration Is  a public  responsibility, 
not  to  mention  a drain  on  public 
funds,  is  difficult  to  dislodge,  “i 
keep  hammering  it  home  to 
everyone:  space  is  a place,  not  a 
government  programme.” 

Enthusiastic  support  from 
Nasa.  however,  has  strengthened 
his  hand  considerably.  Its  influ- 
ential head.  Dan  Goldin,  has  even 
allocated  some  of  Nasa's  "private 
enterprise"  fund  to  a competitive 
process  so  university  scientists 
can  seek  funding  to  meet  Space- 
Dev’s  prices. 

Eventually,  says  Mr  Benson, 
scientists  should  be  able  to  look 
at  a catalogue  of  deep-space  mis- 
sions from  private  companies, 
such  as  SpaceDev,  and  choose 
the  most  appropriate  one  for 
their  instrument.  “The  scientific 
community,  generally,  is  fairly 
conservative  but  once  the  scien- 
tists realise  what  we're  doing  it’s 
like  a Bghtbulb  going  off  above 
their  heads.  Scientists  should  not 
be  forced  to  design  missions  and 
spacecraft,  they  should  be 
allowed  to  be  scientists.” 

While  Mr  Benson's  sales  patter 
is  characterised  by  a rigorous 
sense  of  business  realities,  he 
occasionally  betrays  the  fervour 
of  the  true  space  enthusiast-  “I 
have  my  finger  on  the  pulse  of 
the  entrepreneurial  space  com- 
munity and  I truly  do  believe 
that  we're  on  the  brink  of  a revo- 
lution in  space  commercialis- 
ation,” he  says. 

"Twenty  years  ago,  when  I 
worked  in  the  computer  industry, 
I saw  exactly  what  was  coming  in 
the  microcomputer  market  hut  I 
wasn't  in  an  economic  position  to 
take  advantage  of  it.  Now  I am. 
I'm  not  going  to  let  it  pass  me 
by.” 

A longer  interview  with  Jim  Ben- 
son can  be  found  at  www.ftmaster- 
ing.amlbenson.html 
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GROWING  BUSINESS  LOSMA 


TECHNOLOGY  WORTH  WATCHING 


Fast-growing  kelp 
provides  a rich 
export  harvest 

On  the  fac8  of  it,  the  forests  of 
giant,  dark-green  kelp  that  fringe 
South  Africa's  west  coast  do  not 
seem  particularly  useful,  writes 
Victor  Mallet  In  Cape  Town. 

But  kelp  is  a type  of  seaweed, 
which  has  an  increasing  number 
of  commercial  applications  in 
cosmetics,  health  food  and 
agriculture.  A small  South  African 
company  based  in  Simon's 
Town,  the  naval  base  near  Cape 
Town,  is  using  a patented 
technique  to  extract  the  growth 
stimulants  in  kelp  for  export  to 
agricultural  markets  around  the 
world. 

Kelp  Products  says  its  method 
of  bursting  the  kelp  cells  without 
heat,  chemicals,  freezing  or 
dehydration  allows  it  to  release 
auxins  and  cytokiruns  - plant 
growth  hormones  - without 
damaging  them.  The  result  is  a 
dear  green  liquid  marketed  as 
Keipak,  which  is  said  to  enhance 
root  development,  help  plants 
absorb  nutrients,  promote  plant 
health  and  increase  crop  yields. 

The  ceils  of  the  giant  kelp 
Ecidonia  maxima  are  burst  by 
first  putting  them  under  extreme 
pressure  at  between  11,000  and 
12,000  pounds  per  sq  in  and 
then  releasing  the  pressure.  But 
the  key  to  the  patented 
mechanism  is  that  it  removes  the 
extraneous  air  and  water  that 
would  predude  the  bursting  of 
the  cells. 

Kelp  Products,  an  unlisted 
company  which  ts  worth  about 
R40m,  also  has  a traditional 
seaweed  business.  Kelp  is 
collected  from  the  shore  and 
dried  and  milled  for  use  in  the 
international  alginate  industry, 
which  produces  binding  agents 
for  everything  from  doth  dyes  to 
pharmaceutical  products. 

But  it  is  Keipak,  more  than  half 
of  which  is  exported,  that  has 
been  behind  rapid  turnover 
growth  of  more  than  25  per  cent 
a year  over  the  past  decade, 
says  Peter  Friedmann,  managing 
director. 

The  product  needs  fresh  kelp, 
which  Is  nourished  on  the 
south-west  coast  of  Africa  by  the 
cold  Benguela  current  Kelp  is 
one  of  the  world's  fastest 
growing  organisms  and  within 
two  years  can  be  reharvested  at 
the  same  location. 

Kelp  Products  has  begun  to 
use  its  technology  in  new  lines  of 
business.  It  makes  a product 
called  Earthbound  - a white 
liquid  used  for  binding  seeds  to 
earth  embankments  that  need  to 
be  stabilised  - by  putting 
starches  through  its  cellburst 
method. 

Nanobubblepack 
bursts  info  life 

A novel  type  of  porous  material  - 
“nanobubblepack"  - has  been 
developed  at  Penn  State  Eberly 
College  of  Science.  Highly 
versatile,  it  is  easy  to  make  from 
a wide  variety  of  materials. 

The  researchers  made  a mould 


using  silica  spheres,  which  were 
just  35  nanometers  irf  diameter, 
according  to  a report  in  the 
journal  Science.  They  poured  in  a 
liquid  monomer  - the  chemical 
precursor  of  a polymer  - which 
was  processed  to  create  a solid 
polymer,  after  which  the  silica 
spheres  were  chemically, 
dissolved.  The  result  was  an 
ordered  arrangement  of  spherical 
chambers  connected  by 
channels,  which  makes  the 
material  highly  porous. 

Penn  State  Eberly  College  of 
Science:  US,  tel  8148639637; 
http://v1rww.science4jsu.edu/ 

Maths  on  mines 

A mathematical  tool  is  being 
developed  to  help  spot 
landmines  from  aerial  pictures. 

The  Johns  Hopkins  University 
in  the  US  has  developed  a series 
of  complex  mathematical  steps 
that  allow  a computer  to 
distinguish  mines  from  other  dark 
spots  on  the  picture,  such  as ' 
rocks  and  trees.  The  system 
depends  on  differences  in  the 
way  that  rocks  and  vegetation 
reflect  light  Early  tests  suggest  a 
95  per  cent  success  rate  in 
finding  devices  placed  above 
ground. 

Johns  Hopkins  University:  tel  410 
516  7160;  e-mail  prsQjfiu.edu 

Computing  emotion 

Computerised  speech  tends  to 
sound  monotonous.  But  US 
researchers  have  developed  a 
computerised  voice  thatcan 
convey  emotional  states, 
including  anger,  sadness  and 
fear. 

The  research  at  the  University 
of  Florida  found  teat  the 
emotions  expressed  in  human 
speech  were  governed  by  factors 
such  as  pttch,  volume,  accent, 
vowel  length  and  speed. 
Researchers  developed  a 
program  that  manipulated  these  . 
factors  for  use  in  a commercially 
available  speech  synthesiser. 
University  of  Florida:  US,  tel 
3523920186;  e-mail 
ahooverQufl.edu 

Ceramic  syringe 

Squeezing  a ceramic  slurry 
through  a computer-controlled, 
robotic  syringe  recently 
developed  at  Soidra  National 
Laboratories  at  Afauquerque, 

New  Mexico,  could  benefit  the 
ceramics  industry,  writes  Tom 
Mead. 

Ceramics  are  widely  used  in 
aircraft,  household  appEances, 
computers,  medical  equipment 
and  automobiles.  In  the  process 
called  Robocasting,  a water  and 
ceramic-powder  slimy  is  forced 
through  a software-controlled 
syringe.  Layers  of  the  slurry  are 
precisely  deposited  on  a heated, 
mobile  base,  building  up  the 
ceramic  part  layer  by  layer. 

The  tool  and  process  has  the 
potential  for  making  complex 
ceramic  parts  that  can  not  be 
handled  by  existing  methods. 
http://wwwjsamda.gov/media/ 
mbocasthtm 

Vanessa  Houlder 


Cleaning  up  with  sale  or  return 


Peter  Marsh  reports  on  an  Italian  manufacturer  of  pollution  control  systems  which  is 
using  an  unconventional  method  of  marketing  to  gain  a foothold  in  the  US  market  • 


Marketing  products  on  a 
sale  or  return  basis  is  a 
lr  Jc  strategy  well  known  in 
the  newspaper  business  - but 
less  so  in  the  world  of  high-value 
industrial  equipment. 

It  is  a technique  that  Losma, 
an  Italian  maker  of  pollution  con- 
trol systems,  has  developed  for 
stepping  up  its  sales  in  the  US. 
the  world’s  biggest  market  for 
such  machinery. 

Losma  is  one  of  a handful  of 
companies  worldwide  that  pro- 
duce the  specialised  filters  used 
to  remove  on  and  other  pollut- 
ants from  the  air  around 
machine  tools.  The  a0  is  used  as 
a lubricant  and  cooling  medium 
during  the  metal  cutting  process. 

Increasingly  tough  environ- 
mental standards  have  pushed 
the  market  for  these  fan-based 
filters  - which  cost  up  to  $10,000 
- to  an  estimated  $70m  a year 
during  the  1990s. 

When  Losma,  which  was 
started  25  years  ago  by  Giancarlo 
Losma,  its  owner  and  managing 
director,  began  efforts  to  expand 
outside  its  domestic  market  in 
1990,  it  hit  on  the  sale  or  return 
route  as  a way  to  build  op  a 
presence. 

The  efforts  recently  paid  off 
with  a $200,000  order  from  Huck 


International,  a Californian  com- 
pany that  makes  aerospace  fas- 
teners, and  which  bought  the 
equipment  after  previously  try- 
ing it  out  on  a “free"  basis. 

The  strategy  illustrates  the 
techniques  that  growing  compa- 
nies may  have  to  adopt  to  break 
into  unfamiliar  export  markets. 

Losma,  based  near  Bergamo  in 
northern  Italy,  latched  on  to  the 
sale  or  return  idea  after  seeing  it 
in  operation  at  Filtermist,  a UK 
company  that  is  about  the  same 


size  and  occupies  a similar  posi- 
tion in  the  world  business  for 
this  kind  of  equipment.  Each  is 
estimated  to  account  for  about  10 
per  cent  of  the  market,  with  the 
CS  dominated  by  a bigger  com- 
petitor in  the  shape  of  Aercology, 
part  of  Donaldson,  a Minneapolis- 
based  Industrial  company. 

“The  sale  or  return  technique 
can  be  a risk  but  it's  a way  oE 
introducing  ourselves  to  custom- 
ers and  demonstrating  that  we 
have  faith  in  the  product,”  says 


Giancarlo  Losma:  buOcSng  up  a presence  through  sale  or  return 


Mr  Losma.  “We  find  that  % per 
cent  of  the  companies  that  try 
out  the  equipment  on  this  basis 
decide  to  buy  it" 

Helped  by  the  success  with 
Huck.  which  is  part  of  Cordant 
Technologies,  a US  aerospace 
concern,  Losma  gained  US  sales 
last  year  of  L800m  (about 
$500,000),  out  of  total  revenues  of 
L12£bn. 

It  hopes  to  increase  sales  In 
this  part  of  the  world  fourfold  by 
2000,  as  part  of  a strategy  to 
develop  the  company  as  a whole 
to  sales  of  some  L40bn  by  2003,  of 
which  only  about  a third  would 
come  from  customers  based  in 
Italy.  Of  last  year’s  revenues,  just 
less  than  half  came  from  exports 
- with  the  most  important  mar- 
kets being  Germany  and  the  UK. 

Losma’s  efforts  to  expand  in 
the  US  are  supported  by  a New 
Jersey-based  group  called  the 
Italian  Technology  Association. 
This  is  a joint  marketing  effort 
for  15  Italian  companies,  mainly 
in  machine  tools  and  related 
technologies,  which  Mr  Losma 
helped  set  up  in  1992  as  a way  to 
reduce  the  costs  of  launching  a 
US  presence. 

The  association  has  about  20 
staff  handling  sales  and  service 
activities  on  behalf  of  all  the 


members  and  is  due  to  expand 
this  year  to  about  35.  partly  as  a 
result  of  the  opening  of  a second 
office  near  Chicago  this  year. 

Further  ahead.  Mr  Losma,  who 
before  starting  his  company  was 
a machinery  salesman,  is  looking 
to  adapt  the  filtei^bosed  technol- 
ogy’ behind  his  equipment  so  that 
it  can  clean  up  other  pollutants 
in  factories  - for  example  metal 
particulates  that  enter  the  atmo- 
sphere during  metal  cutting 
operations.  Another  idea  is  to  use 
the  basic  air-cleaning  principles 
to  remove  odours  and  other 
chemicals  from  the  air  in  rood- 
processing  factories. 

In  common  with  other  bosses 
in  charge  of  growing  businesses, 
Mr  Losma  has  developed  the  40- 
strong  company  mainly  through 
his  own  efforts  and  is  now 
looking  to  spread  the  manage- 
ment burden.  “Up  to  now  I have 
made  all  the  decisions  but  this 
will  have  to  change  if  I am  to 
achieve  my  goals  for  growth."  he 
says. 

He  recently  recruited  a techni- 
cal director  and  is  seeking  two 
more  people  in  the  next  few 
months  who  can  take  on  the 
roles  of  directors  in  charge  of 
finance  and  sales  - jobs  that 
would  enable  Mr  Losma  to  stand 
back  a little  and  concentrate  on 
some  of  the  more  strategic 
aspects  of  running  the  company. 


JOHN  KAY 


A takeover  that  missed  the  marque 


BMW  is  in  a pickle  over  Rover  because  it  has  lost  sight  of  the  industrial 
logic  which  established  it  as  a remarkable  post-war  success 


The  history  of  BMW  is  as 
chequered  as  its  blue-and-white 
badge.  Blue  and  white  are  the 
colours  of  the  state  of  Bavaria, 
where  the  company  was  founded 
more  than  SO  years  ago.  For  the 
first  half  of  Us  life,  BMW  was 
mainly  a manufacturer  of  aircraft 
engines.  Its  powerful  motorbikes 
were  also  sought  after  and  it 

ventured  Into  cars  by 
manufacturing  Austin  Sevens 
under  licence. 

To  be  Germany’s  leading 
aero-engine  maker  in  1945  was 
about  as  unfavourable  a strategic 
position  as  any  company  has 
ever  suffered.  BMW’s  plight  was 
still  worse,  since  its  main 
production  facility,  at  Eisenach, 
was  just  over  the  border  in  the 
Soviet  occupation  zone. 

The  postwar  recovery  of 
German  industry  from  the 
desolation  of  1945  is  still  termed 
an  economic  miracle.  There  was 
no  mlrade  far  BMW,  however. 
Hie  company-drifted,  producing 
bubble  cars  (the  Gogomobfle)  - 
not  as  much  fan  as  those  of  its 
Italian  rivals,  — and  limousines 
less  stylish  than  those  built  by 
Its  German  competitors. 

In  1959  BMW,  on  the  brink  of 


bankruptcy,  seemed  destined  to 
be  absorbed  by  Mercedes-Benz. 
But  after  one  of  the  longest  and 
most  extraordinary  annual 
meetings  in  corporate  history, 
Herbert  Quandt  emerged  as 
BMW’s  dominant  shareholder. 
The  Quandt  family  still  owns 
about  half  the  stock. 

BMW  was  planning  its  1500 
model  when  Quandt  took  control. 
Launched  in  1962,  the  1500 
established  a new  segment  in  the 
car  market;  the  quality 
production  saloon.  Positioned 
between  the  mass  production  car 
and  the  craftsman-built  output  of 
the  luxury  producers,  it  was  a 
niche  BMW  was  almost  uniquely 
placed  to  fill.  It  drew  on  its 
ability  to  develop  and  use 
technical  skills  in  a production 
line  workforce  - the  source  of 
competitive  advantage  for  many 
German  companies. 

Over  the  next  two  decades, 
BMW  developed  this  market  »mri 
established  the  BMW  brand  with 
all  the  associations  it  retains 
today.  It  exemplifies  two 
characteristics  of  powerful 
brands:  quality  certification  and 
signalling.  BMW  cars  have  a 
reputation  for  build,  reliability 


and  low  depreciation.  And 
ownership  of  a BMW  is  a 
personal  statement  - more 
stylish  than  a Volkswagen,  more 
raffish  than  a Mercedes-Benz. 

BMW  proved  to  be  one  of  the 
great  success  stories  in  modem 
business  history.  What  we  learn 
from  It  is  the  foundation  of  all 
successful  corporate  strategy  - 
the  match  between  the 
organisation's  distinctive 
capabilities  and  the  market 
opportunities  it  faces.  That  was 
what  BMW,  after  many  false 
starts  in  the  a)  years  after  the 
war,  finally  achieved. 

BMW’s  competitive  advantage 
was  bound  to  come  under 
pressure.  The  quality  of  its 
production  line  engineering 
ceased  to  be  a distinctive 
capability  not  because  it  declined 
but  because  other  producers 
emulated  it.  Part  of  BMW’s 
success  was  the  development  of  a 
more  enduring  source  of 
competitive  advantage,  the 
brand,  in  the  window  of 
opportunity  created  by  a more 
transitory  source  of  competitive 
advantage,  its  engineering 
quality. 

So  what  should  BMW  have 


done?  Strategy  means 
understanding  your  distinctive 
capabilities  and  identifying 
markets  where  they  can  be 
turned  into  competitive 
advantages.  The  company  was 
right  to  consider  a move  back 
into  aero-engines,  which  reflected 
its  (German)  engineering 
capabilities  and,  to  a limited 
degree,  exploited  its  brand. 

It  was  right  to  plan  its 
production  facility  in  South 
Carolina  because  that  developed 
the  brand  in  America.  While  too 
early  to  judge  these  ventures, 
they  have  strategic  coherence. 

But  instead  of  pursuing  the 
logic  of  its  historic  success  - 
matching  market  to  competitive 
advantage  - BMW  became  a 
victim  of  the  bland  cliches  of 
management  jargon.  It 
announced  it  was  a supplier  of 
mobility,  rather  than  a maker  of 
cars,  bikes  and  aero  engines. 
There  is  a profound 
misunderstanding  here.  The 
relevant  links  between  these 
products  are  not  that  they  are  all 
means  of  getting  around  but  that 
they  all  use  BMW’s  engineering 
skills  and  brand. 

More  seriously,  it  fell  far 
conventional,  but  loose,  ideas  on 
the  importance  of  size  and  scale: 
• “BMW  was  too  large  to  be  a 


niche  manufacturer,  too  small  to 
be  a volume  producer"  - as  if  1 
failure  to  fit  into  the  boxes  of  a 
consultant's  slide  presentation 
reflected  a strategic  problem. 

• “BMW  needed  to  achieve 
critical  mass  to  be  one  of  a 
handful  of  global  players"  - as  if 
Rover  itself  had  not 
demonstrated  that  size  is  no 
competitive  advantage.  And 
Bemd  Pischetsrieder’s  plan  for 
positioning  Rover  was  to  move  it 
up  market  into  a competitor  for 
BMW  itself.  This  strategy  was 
doomed  to  fall. 

A student  of  Herbert  Quandt 
would  doubtless  ask  how  BMW’s 
competitive  advantages  - the 
quality  of  the  workforce  in  its 
production  facilities  (in 
Germany),  the  power  of  its  brand 
7 were  to  be  effectively  deployed 
in  managing  Raver?  He  would 
have  concluded  that  they  were 
not  relevant  If  Rover  was  to  go 
on  producing  in  the  UK  and  trade 
under  its  own  marque.  By 
pointing  that  out,  he  would  have 
saved  his  teacher’s  family  several 
billion  marks. 

The  mufujr  fa  the  Peter  Moons 
Director  of  the  Said  Business 
School  at  Oxford  (Adversity  and  a 
director  of  London  Economics. 

This  column  appears  fortnightly. 
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EURO  PRICES 
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CURRENCIES  & MONEY 


Falling  prices  bring  oil  stocks  in  focus 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 


EUROPEAN  OVERVIEW 


By  KtazoR  Merchant 


Euro-rone  markets  remained 
cautious,  taking  their  cue 
from  Wall  Street  But  faffing 
commodity  prices  brought 
oil  stocks  into  sharp  focus 
amid  predictions  that  the 
outlook  for  the  petroleum 
majors  remains  uncertain 
London  Brent  crude 
futures  were  trading  below 

FTSE  Bloc  100 

ton . ’V 


$10  a barrel  for  the  first  time 
sauce  December,  forced  down 
by  a global  surplus  of  crude 
stocks.  The  International 
Petroleum  Exchange's  April 
Brent  contract  foil  as  low  as 
59.90  a barrel,  just  shy  of  a 
12-year  low  of  $9.55  recorded 
late  last  year.  In  lafetrade  it 
clawed  back  to  $10. 

Some  analysts  - were 
optimistic  that  even  in  . the 
face  of  falling  oil  prices-,  the 
big  oO  producers  would 


“weather  the  storm"  because 
of  their  . . radical 
restructuring. 

But  others  insisted 
restructuring  would  not  be 
pnnngh  'This  is  mfl re  than 
about-,  restructuring;  oil 
zmuois  are  fodng  significant 

margin  pmsinn  " said  Mark 

Dennis  at  ABN  Amro. 

Oil  giant . bp  Amoco 
announced  . final-quarter 
profits  down  from  a year 

earlier  hut  at  the  fop  and  of- 


forecasts.  Its  share  price  foil 
€2  to  €12.23-  Royal  Dutch 
slipped  again,  falling  €L1 
to  €37.4.  - 

“The-  uncertainty  is  likely 
to  extend  beyond  commodi- 
ties and  mt  all  industrial 
cycUcals,"  said  Mr  Dennis. 
“The  cyclicals  are  facing 
worsening  industrial  price 
expectations  at  a time  the 
consumer  win  not  necessar- 
ily accept  higher  prices.” 

Defence  stocks  were  active 
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NOTICE  TO  TSE  BOWERS  OF 

Samsung 

Electronics  Co^  Ltd. 

(Incorporated  with  linuted 
liability  in  the  Republic  of 
Korea)  (the  “Company”) 
US$300  M3Bon 
Zero  Coupon 
Convertible  Bonds 
due  December 31, 2007 
(the  “Bonds”) 
•CUSIP  #796050  AC6, 
KIN«1S796050AC65* 

NOTICE  IS  HEREBY 
GIVEN  pursuant  to  Section 
1203  of  the  Indenture  dated 
Jnae  26,  1997  under  which  the 
Bonds  were  issued  that,  as  a 
result  of  the  rights  offering 
granted  by  the  Company  to  its 
shareholders,  the  conversion 
price  of  the  Bonds  has  been 
adjusted  from  KRW  1 16,763  to 
KRW  1 15373  effective  as  of 
January  1. 1999. 

Samsung 

ELECntONKS  Co„  Ltd. 

Bf:  Citibank,  I Jl., 

as  Conversion  Agent 
Dale:  February  18, 1999 

*77*  CUStP  numbers  have 
been  assigned  by  Standard  & 
Poor’s  Corporation  and  is 
included  solely  Jor  the  conve- 
nience of  ike  holders.  Neither 
the  Company,  nor  the  Trustee 
shall  be  responsible  for  the 
selection  or  use  of  these  num- 
bers, nor  is  any  representation 
made  as  to  its  correctness  on 
the  Bonds  or  as  indicated  in  this 
Notice  to  Holders. 
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GutanuftfsciiUKT 

IN  THE  MATTER  OF 
CROMWELL  CLEANING  COMTANY 
(LONDON)  UNITED 

- ud- 

CS  THE  MATTER  OFTHE 
COMPANIES  ACT  I W5 
MfTKll  IS  Ht-M-BY  CJVUN  Uui  a 
PoUioc  w.  m ibe  2ml  KRhi 
pne^aMd  to  Her  Moiety’*  Hifb  Cobh  rt 
iaMkE  tor  Ac  tednltaB  of  Uw 
of  ike  above  tuned  compuy  Iran 
CJV1.W4  to  CiNUM.  And  Mtwr  b. 

I Briber  giwa  ifcn  ibe  utd  llmuna  u 
iWrrtfl  n be  bead  More  Re  ResMor  oT 
Dei'eanaaCian  a be  Royal  L'oatxoi 
iouhx.  SmL  ijaden  WC2A  315.  uo  M 
Mart  raw.  Any  mBn  or  diaeMdcr  <H 
ihc  Conjany  dang  w Ihc  nnlaj 
of  a urtkT  fin  tbe  cs&nKdim  of  Ik  *kI 
nataBuo  of  ahuv  capoal  iliaoW  ippewr  a 
Ae  une  a btarin;  a pcn>«  or  by  L'xomd 
for  itai  fmpne.  a toff  a ih:  sad  fVtdtu 
•ifl  tkr  (mhhrd  w My  UHb  penm 
ta|«uiii{  Sv  >ar  by  Hu  MtMBiMd 
Sottcoor*  a poysrai  of  (be  rerulaal 
ebaiyi,  (or  Be  vamr 

ttatatibi«  ISibtby  rfMxwy  IW9 

Niharru  Katusna 

‘neAicbsvc 

UUfMseSBta 

ReidhsKtil  n.u 

VUriww  fa  Be  fVumaU^Conpajr 


BADEN 

L- FINANCE  N-’ 

FRF  1 600  000  000  . 

OiO-TEClO  __ 

!NM3gD  FLOATING  RATE 
GUARANTEED  BONDS 
„ DUE  2007 

BIN  CODE : XS0081 703711 
For  tbe  period  from  Febroaiy  19, 
1999  to  May  19. 1999  die  new  tale 
has  been  fixed  at  2.934L 
Next  payment  date : 

May  19, 1999  > 

Coupon  nr:  6 
Amount: 

FRF  732^  for  tbe 
denomu«rionr>f  FRF  100  000 

THE  PRINCIPAL  PAYING  AtgNT 
SOCTETE  GFNKRALE 

BANK  & TRUST  SA. 
LUXEMBOURG 
11-13,  mn  Endr  Renter 
L-242S  LUXEMBOURG  • 


US.S30O,O0IM>00 

Republic  of  Indonesia 


Mnavy2001 
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Ham  Padod  (ran  February  m,  UBS  to 
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Irwraa  payabte  on  ta  ntwart  laenai 
psyarn*  d aa.  AoguU  9.  USB  Ml 
la  U3.  (&7SS58  and  UA  527034 
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Please  contact 


Melanie  Miles 


Tel:  ^44  0171  873  ^340 


iix:  -44  0171  S73  301,4 


U.S.  $500,000,000 

& National  Westminster  Bank 

{facwpoatotMn  Engtantf  m«i  Batted  Sebtty) 

Primary  Capital  FRNs  (Series  “B") 

In  accordance  with  the  proririons  of  the  Notes,  notice  Is 
hereby  given  that  for  the  six  months  interest  period  from 
February  18. 1999  to  August  18, 1999  the  Notes  will  cany  an 
Interest  Rate  erf  5.25%  per  annum.  Tbe  interest  payable  on 
the  relevant  Interest  payment  data,  August  18, 1999  against 
Coupon  No.  29  will  be  U.S.  $2,63958  and  U.S.  $263.96 
respectively  for  Notes  in  denominations  of  U.S.  $100,000  and 
U.S.  $10,000. 

ByiTheCtwse  Manhattan  Bank 
London,  Agent  Bank 
ftbfi*ry18,1999  . 


J.P.  Morgan  & Co. 
Incorporated 


us$2oaooo.ooo 

Subonfinatad  floating  rats 
notes  due  August  2002 
In  accordum  whh  die 
pmUont  of  the  noos,  notice  is 
hereby  tfren  thac  for  dn 
hum—  period  !8  Febnary 
1999  to  18  May  1999  the  notes 
v48  cany  an  tneeme  ram  of  SX 
par  anoum.  intarett  payable  on 
du  rriewnt  imerest  payment 
dam  18  hqr  1999  «■  amount 
to  US$6IBI  per  US$SJ)00  nota. 


Global  Aeeno  and  Tn«  Seretas, 
GthANA.  London 

18  February  1998 

CmflMWF 


VnODIAN  GROUP  PLC 

ffsojooojaoo 

Unsecured  Loan  Notes  doe 
2003  of  47.4p  cacb 
For  Uw  bx  montb*  from  I5xb 
February  1999  to  1 5thAngcJl  1999 
jadnsK  ibe  Boodi  will  carry 
as  imeren  rare  of  SA6313X  per 

Tbe  imerest  amount  payable  per 
Bood  will  be  £P.D129I  on  10th 
Angust  1999- 

4CEMTMNK. 


BAJICL.TYS 


VSSMfiOMOO 
Tbe  Industrial  Finance 
Corporation  oflndia  limited 
Flnting  Rate  Notes  ttaeBDIB 
laauiinl— »»»i«bfteMiiii«ni  cfthaKctoi. 


pmd  FMnaiy  UUHB  to  AdrbH  m. 
ike  IMeiefl  any  m turns  reaefiSBias 

liWm  payable  <M  Ibe  nbna  ittiM 
imWHt  tea  A«m  U i»  wa  am 

ID  TO  CELS  PS-  08  SLHO  h«Mli 

USttfeUpo-UBtlMnSM. 

AcmtBaafe 

□ Paribas 


COMBOOEDESAINKOBAIN 

litres  parridpaOCs  m ECU 
ftaitaxy  raapea  oo 
Aogml  18, 1999  • 

For  dm  period  of  nuuioo  from 
February  JO,  1999  to  August  10, 
1999.  a TMOE  of  4.1875  per  cent 
or  a Euro  Libor  six  month  of 
3D493S  pbn  Viper  neat,  so  342438 
per  cent  as  die  case  may  be,  will  be 

^ m falnibitf  ite  eppw 

This  coupon  payable  on  August  10, 
1999  win  not  be  less  than  Euro 
17.12  for  each  dtre  paiticiparif  of 
Emo  1000. 

The  definitive  coupon  will  be 
known  after  the  pabUcatioo  of  ibe 
net  cansoUdafad  income  for  1998. 


N.V.  Nederlandse 
Gas  uni  e 


DEM  75,000,000 
Inverse  Floating  Rate 
Notes  due  2003 
The  notes  will  bear  interest  at 
9.4575%  per  annum  Tor  the 
Interest  period  from  18 
February  1999  to  18  August 
1999.  Interest  payable  oo 
18  August  1999 wifi  amount  to 
DEM  47.55  per  DEM  1,000 
Note  and  DEM  475.50  per 
DEM  10,000  Note. 


Qohal  Agency  and^ That  Services, 
Citibank,  NA,  Londoo 

18Febnary  1999 

CfTIBMKO’ 
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FINANCIAL  TIMES  THURSDAY  FEBRUARY  IS  !W9 


INTERNATIONAL  CAPITAL  MARKETS 

Pakistan 


Treasuries  rally  as  JGB  yields  fall 


BENCHMARK  BONDS 


By  Fkntan  Gznbel  [n  London 
aid  John  Labate  In  New  York 

US  Treasury  prices  moved 
higher  in  spite  of  signs  of 
continued  strength  in  the 
property  market  Fears  of  a 
big  repatriation  of  Japanese 
funds  from  the  US  continued 
to  ease  as  Japanese  govern- 
ment bond  yields  dropped. 

Data  released  by  the  Com- 
merce Department  showed 
new  home  construction 
starts  in  January  at  their 
highest  in  more  than  a 
decade,  driving-  Treasuries 
lower  during  the  day. 

However,  by  early  after- 
noon the  benchmark  30-year 


bond  had  gained  & to  38£, 
sending  the  yield  lower  to 
5.323  per  cent 

Treasuries  rebounded  on 
hopes  of  continued  Japanese 
government  intervention  in 
the  bond  market,  with  the 
benchmark  JGB  yield  ftiTTi  ng- 
to  1.93Q  per  cent  from  1585 
per  cent  previously.  How- 
ever, in  spite  of  the  MoFs 
plan  to  cut  issuance  of 
10-year  JGBs,  Japanese 
bonds  are  still  being  haunted 
by  the  prospect  of  a glut  of 
new  government  debt. 

“Even  if  the  government 
went  ahead  with  its  plans  to 
issue  more  short-dated 
bonds,  there  would  still  be 
sufficient  supply  of  10-year 
JGBs,  putting  further 


upward  pressure  on  yields,” 
said  Jeremy  Hawkins  at 
Bank  of  America.  He 
thought  JGB  yields  would 
have  to  move  as  high  as  3 
per  cent,  not  least  because  of 
the  weakening  yen. 

Euro-zone  government 
bonds  reversed  earlier  losses 
in  response  to  the  rally  in 
US  Treasury  prices.  The 
benchmark  10-year  German 
bund  future  closed  0.39 
higher  at  11553. 

“Most  people  are  sitting  on 
the  sidelines  ahead  of  Thurs- 
day’s European  Central 
Bank  meeting,”  said  one 
trader. 

An  ECB  report  issued  late 
on  Tuesday  said  the  bank 
saw  little  evidence  that  weak 


European  business  confi- 
dence would  hit  strong  con- 
sumer demand,  while  stress- 
ing that  interest  rates  posed 
no  obstacle  to  growth  in  the 
euro-zone  economies.  This 
added  to  the  widely  held 
belief  that  a cut  in  eurozone 
Interest  rates  at  this  week's 
ECB  meeting  was  unlikely. 

UK  gilts  lost  ground  fol- 
lowing the  release  of  better 
than  expected  employment 
data  A surprise  fall  of  5,700 
in  the  January  unemploy- 
ment figure  weighed  heavily 
on  the  market,  casting 
doubts  over  a possible  inter- 
est rate  cut  in  March. 

The  Bank  of  England's 
February  MPC  minutes, 
released  yesterday,  added  to 


the  bearish  mood.  “The  mar- 
ket concluded  that  interest 
rates  are  on  hold  for  the 
timp  being,"  said  Colin  Dur- 
ban at  Merrill  Lynch.  But 
others  disagree. 

“We  are  seeing  more 
potential  for  a rate  cut  than 
the  market  is  currently  pric- 
ing in."  said  Mr  Hawkins  at 
Bank  of  America. 

The  10-year  gilt  future 
ended  057  per  cent  lows-  at 
117.05  after  a rebound  from 
earlier  lows.  "Today,  we  saw 
strong  selling  in  long  gilt 
future  contracts,  with  the 
market  testing  the  critical 
low  of  116.40.  The  tong  end  of 
the  yield  curve  clearly  ad- 
performed  the  short  end," 
said  Mr  Durban. 


Channel  tunnel 
rail  link  funded 


NWJSSUES 

By  Arkady  Ostrovsky 


London  & Continental 
Railways  yesterday  com- 
pleted an  ambitious  fund- 
raising programme  for  the 
first  phase  of  the  troubled 
Channel  tunnel  rail  link 
with  an  additional  issue  of 
£lbn  of  government-guaran- 
teed 10-year  bonds. 

The  deal  follows  last 
week’s  issue  of  £1.65bn  in 
ultra-long  bonds  maturing  in 
2028  and  2038  and  completes 
funding  for  the  first  stage  of 
the  68-mile  rail  link 

An  official  at  Warburg  Dil- 
lon Read,  joint  lead-manager 
with  HSBC  Markets,  said  the 
deal  was  oversubscribed,  but 
not  as  heavily  as  last  week's 
issue.  He  said  the  bond  issue 
was  adversely  affected  by 
the  rising  yields  in  the  gov- 
ernment bond  market. 

The  bond  issue  was  priced 
to  yield  37.5  basis  points 
over  the  10-year  gilt  matur- 
ing in  December  2009,  com- 
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pared  with  last  week's  pric- 
ing of  33  basis  points  over 
the  relevant  gilt. 

The  Warburg  official  said 
the  offering  appeared  more 
expensive  than  last  week's 
issue  because  it  was  priced 
over  the  most  expensive  and 
liquid  gilt.  He  said  if  the 
bond  were  to  be  priced  over 
the  gflt  yield  curve,  the  price 
would  have  been  about  27 
basis  point  over  the  curve. 

The  official  added  that  the 
offering  attracted  more 
International  Investors  than 
last  week’s  issne.  The  spread 
tightened  by  0.5  basis  points 
after  the  launch. 

Another  UK  rail  company, 
Rail  track,  which  owns  the 
UK’s  rail  infrastructure  but 
not  the  roiling  stock, 
launched  a £400m  convert- 
ible bond,  the  proceeds  of 
which  will  help  its 

capital  expenditure  pro- 
gramme. 

Warburg,  which  is  also  the 
lead  manager  for  Ralltruck, 
said  the  convertible  bond 
offered  Rail  track  a low  cou- 
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pan  and  high  conversion  pre- 
mium. The  bond  comes  at  a 
conversion  premium  of  25 
per  cent  to  the  launch  day 
share  price. 

A Warburg  official  said 
market  conditions  for  con- 
vertible bonds  were 
extremely  positive  and 
allowed  the  borrower  to 
diversify  the  investor  base. 

He  said  the  issue  was 
aimed  at  dedicated  convert- 
ible bond  Investors  and 
attracted  strong  interest 
from  Switzerland.  The  bond 
traded  slightly  above  par. 


despite  a drop  in  Rail  track’s 
share  price. 

Argentina  confirmed  its 
reputation  as  a strong  bor- 
rower in  the  face  of  adver- 
sity, with  a $lbn  20-year 
offering  yesterday.  The 
bond,  price  10  basis  points 
lower  than  Argentina's  exist 
ing  benchmark,  was  heavily 
subscribed.  This  was  the 
largest  offering  from  Argen- 
tina this  year. 

The  bond  consists  of  two 

parts:  the  nominal  am  omit 

of  the  bond  and  an  embed- 
ded option  which  entitles  the 
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holder  to  buy  half  the  same 
amount  of  bonds  12  mmiths 
from  now.  The  warrant  can 
be  traded  as  a separate 
instrument  after  March  25. 

The  bond  win  be  marketed 
by  Roque  Fernandez,  minis- 
ter  of  economy  of  Argentina 
and  Pablo  Guidotti,  secre- 
tary of  the  treasury,  in  Lon- 
don today. 

Elsewhere.  Ford  is  today 
to  price  a S2bn  five-year 
offering  at  a spread  of 
between  83  and  85  basis 
points  over  the'  Treasury 
benchmark. 
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reverses 
freeze  on 
share  sales 

By  Fartaa  Boktenl  In  hlaiwhad 


National  Investment  Trust 
(NIT),  Pakistan's  largest 
mutual  fund,  has  been 
allowed  by  the  country's 
finance  ministry  to  sell 
shares  in  five  public  sector 
mwipanips,  reversing  a five- 
year  freeze  on  their  sale. 

The  move  Is  meant  to  help 
the  deregulation  of  the  coun- 
try’s mutual  funds  and  to 
boost  capital  market  activ- 
ity. 

The  finance  ministry’s 
decision  is  apparently  one  of 
the  conditions  attached  to  a 
$250m  loan  agreed  with  the 
Asian  Development  Bank 
(ADB)  for  the  development 
of  napihii  markets,  in  Palos' 

fan. 

Analysts  said  NIT  was 
unlikely  to  sell  the  shares  in 
the  near  future,  in  view  of 
depressed  market  conditions 
in  the  wake  of  last  year’s 
economic  crisis. 

But  it  is  a step  that  is 
expected  to  increase  options 
for  prospective  investors, 
once  the  shares  are  offered 
for  sale. 

Nasir  Ali  Bukhari,  chief 
executive  of  Karachi's 
RVrodim  Ali  Shah  Bukhari 
brokerage  house,  said  last 
night:  “The  decision  is 
unlikely  to  affect  the  senti- 
ment across  Pakistan’s 
equity  markets  in  the  near 
future,  because  share  values 
are  already  down  sharply 
and  investors  are  down- 
beat."  . 

However,  he  added  that 
“the  benefits  could  flow  in 
the  long  run  once  the  econ- 
omy recovers". 

The  shares  affected  by  the 
decision  Include  those  of  the 
state-owned  Pakistan  State 
Oil.  Karachi  Electricity  Sup- 
ply Corporation,  Sul 
Southern  Gas  company,  Soi 
Northern  Gas  company,  and 
National  Refinery. 


Day's  Ws  Sprt 


GECC 

Bn:  One 
OMHn 


WMX  Tack 
Wri  Man 
Dayton  Hud 


FWJ4C 

SUM 

FNMA 

FFC8 

■ ammo 

Slone  Cant 

AKS6 

PacaBa 


fed 

SOP 

BH 

ad 

dige 

* 

dm 

CttpN 

Radng 

Price 

*4d 

Hd 

jtd  Gom 

07/02 

725 

AA- 

1052203 

549 

-989 

+025 

+549 

08QS 

780 

A+ 

1004930 

B85 

-989 

+020 

+180 

05*8 

880 

8EB 

113.7161 

883 

-989 

+018 

+1.00 

05*7 

8.75 

AAA 

1182BB9 

574 

-989 

+032 

+OBI 

08*2 

725 

A 

104J411 

5.71 

-989 

+019 

+5.71 

01/18 

685 

A- 

987169 

786 

-989 

-OQ2 

+1.71 

04/90 

825 

888+ 

1007281 

578 

-989 

♦910 

♦1J6 

05*2 

675 

AA 

1047893 

5.15 

-989 

+020 

+5.15 

06/21 

9.70 

A- 

1367019 

676 

-989 

♦003 

+121 

04*7 

7.14 

WA 

1097545 

571 

-989 

+028 

+058 

03*0 

770 

HA 

1022261 

720 

-989 

+012 

+070 

(E/18 

885 

NA 

1342245 

582 

-989 

+028 

+057 

06*6 

885 

MtA 

1208175 

576 

-989 

+030 

+873 

02*1 

9188 

8 

1017750 

900 

_ 

_ 

_ 

12*1 

013 

BB- 

1068000 

OOO 

— 

— 

— 

06*4 

1075 

3- 

7G7U00 

080 

- 

- 

- 

NY  t 


. StowM  S fear*  nto*.  THk  i 


US  INTEREST  RATES 

Latest 

Prtrea  nkt 


Treasury  Bfla  and  Band  Ytakb 


FadJinto 

FeOfrnk  ft  totmenten 


UK  BONDS 


7\ 

& 

Owner* 



To*  jm 

479 

Ifconate 

H 473 

tteoter 

Fire  year 

481 

481 

Sfaf  fifflfli 
(taaym 

471 

_ 479 

486 

584 

FTSE  Actuaries  Government  Securities 


Greece  to 
extend  bond 
maturities 


s'  f - 


By  Kerin  Hope 
in  Athens 


Greece  wiU  issue  its  first 
20-year  bond  in  the  second 
quarter  and  plans  to  bring 
its  debt  profile  into  line  with 
the  rest  of  the  European 
Union  by  issuing  a 30-year 
bond  before  the  year-end. 

The  country's  brightening 
prospects  for  joining  the 
euro-zone  in  2001  have  trig- 
gered a flood  of  investment 
by  international  institutions 
in  long-term  Greek  bonds. 
However,  the  market  is  still 
underdeveloped,  with  most 
debt  issues  with  maturities 
of  less  than  five  years. 

Nikos  Christodoulakis, 
deputy  fin”"™*  minister,  said 
the  timing  of  the  20-year 
issue  would  depend  on  prog- 
ress made  in  reducing  infla- 
tion. “We  must  be  careful  to 
avoid  upsetting  the  market 
for  10-year  and  15-year  paper 
going  ahead  too  soon."  be 
said. 

Inflation,  is  projected  to 
fell  from  3.7  per  cent  in  Jan- 
uary to  25  per  cent  in  April 
as  tiie  impact  of  a 12.1  per 
cent  devaluation  of  the 
drachma  in  March  1998  is 
wiped  out  Although  the 
pace  of  deceleration  may 
slow  in  the  second  half,  the 
year-end  inflation  target  is 
1.9  per  cent 

The  finance  ministry  is 
already  expanding  the  size  of 
10-year  and  15-year  Issues 
while  shrinking  the  amounts 
offered  in  12-month  Treasury 
bills,  until  recently  the  most 
popular  investment  with 
domestic  savers. 

Long-term  issues  are  likely 
to  exceed  $500m  at  the 
finance  ministry’s  monthly 
auctions,  compared  with  less 
than  3200m  for  Treasury 
bills. 


INTERNATIONAL  BONDS 


Strong  appetite  among 
international  investors  bet- 
ting that  Greek  bond  yields 
will  converge  with  those  of 
the  rest  of  Europe  next  year 
has  driven  up  prices, 
enabling  Greece  to  reach 
another  milestone  on  the 
road  to  convergence. 

After  hovering  since  early 
January  at  around  200  basis 
points  above  German  bunds, 
the  yield  spread  on  Greek 
10-year  bonds  fell  this  week 
to  about  195  basis  points. 

Maastricht  requirements 
call  for  long-term  Interest 
rates  to  remain  consistently 
at  a spread  of  less  than  200 
hncic  points  above  the  aver- 
age yield  of  the  three  lowest 
yielding  government  bench- 
marks. 

ult  was  a psychological 
breakthrough.”  said  Mr 
Christodoulakis.  “But  It  will 
be  some  while  before  inves- 
tors become  convinced  that 
low  spreads  are  here  to 
stay." 

Weaning  domestic  inves- 
tors off  Treasury  bills  will 
also  take  time,  although 
demand  is  increasing  for  a 
new  two-year  bond  that  is 
exempt  from  the  15  per  cent 
withholding  tax  on  interest 
paid  by  domestic  savers. 

Three-year  tax-free  bonds 
will  be  offered  next  to  extend 
the  debt  profile  at  the  short 
end  of  the  curve.  Mr  Christo- 
doulakis said. 

Greece’s  fast-growing 
mutual  funds,  which  are 
increasingly  popular  with 
domestic  savers,  will  soon  be 
required  to  mark  their  port- 
folios to  market,  he  added. 

This  move  is  aimed  at 
encouraging  fund  managers 
to  replace  floating-rate  notes 
with  long-term  fixed-rate 
securities,  which  would  give 
higher  returns  to  investors. 
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CURRENCIES  & MONEY 


Yen  falls  as  policy  debate  rumbles  on 


MARKED 

By  Alan  Baattfe 


The  yen  weakened  again 
yesterday,  but  the  debate 
continued  within  the  cur- 
rency markets  about  how 
serious  the  Japanese  author- 
ities were  about  wanting  it 
tofelL 

Some  have  seen  the  pro- 
nouncements from  Japanese 
officialdom  this  week  as  evi- 
dence of  a U-turn  in  policy 
towards  the  yen,  which  will 
enable  it  to  break  out  of  its 
current  range  and  return  to 
levels  seen  last  year. 

Others  are  doubtful  how 
Ear  sceptical  officials,  espe- 
cially at  the  Bank  of  Japan, 
have  been  converted  to  the 
cause  of  debt  monetisation, 
and  a weaker  yen.  They  see 
the  comments  of  ELsukeSak- 
akibara  and  others  as  a cyni- 
cal short-term  move  to  curry 
favour  with  the  US  ahead  of 
this  weekend’s  meeting  of 
the  G7. 

The  yen  reached  Y1ML9  by 


the  dose  of  trading  hi  Lon- 
don yesterday,  down  from 
Y11&2  on  Tuesday. 

■ Opinion  continued  to 
divide  over  the  long-run  sig- 
nificance of  the  yen’s  weak- 
ening over  the  past  couple  of 
days.  Some  analysts  thought 
that  the  apparently  co-ordi- 
nated statements  from  Japa- 
nese officials  earlier  in  the 
week  were  deliberately 
aimed  at  pushing  the  cur- 
rency lower. 

“The  Bank  of  Japan  and 
the  Ministry  of  Finance  have 
a strong  focus  on  the  techni- 
cal side  of  the  currency  mar- 
kets,* said  Michael  Petley  of 
the  ECU  Cfroop  in  inndnw 
“A  base  pattern  has  been 
building  in  dollar-yen  for 
some  time,  and  the  currency 
was  moving  into  a door-die 
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12337 
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position  where  it  could  have 
broken  out  either  way.” 

Mr  Petley  said  that  the 
yen  was  now  set  for  a partial 
retracement  of  its  rapid  rise 
in  October  last  year.  He 
expected  it  to  reach  at  least 
Y127,  he  added. 

But  few.  analysts,  who  had 
been  sceptical  of  the  BoJ’s 

pT’tVnigiMgm  for  mnnptigatinn 

and.  a lower  yen  had 
changed  their  minds  as. a 
result  of  recent  events.  'This 
is  a temporary  U-turn  at 
best,*  said  Paul  Meggyesi, 
currency  strategist  at  Deut- 
sche Uanir  in  London.  The 
Trust  Fund  Bureau  pur- 
chases of  JGBs  are  only 
promised  for- two  months, 
and  this  is  clearly  an 
attempt  to  placate  the  G7- 
and  redime  the  need  for  Jap- 
anese banks  to  write  off 
losses  on  JGBs  at  the  end  of 
the  fiscal  year." 

Mr  Meggyesi  added  that 
the  Trust  Fund  Bureau’s, 
plans  to  buy  JGBs  were  a 
admission  wm*  the  BoJ 
would  not. 


Stewart  Newnham,  cur- 
rency strategist  at  Commerz- 
bank in  London,  said  that 
there  was  a possibility  that 
Sakakthara’s  comments  were 
part  of  a BoJ  and  MUF.plan 
to  placate  the  US  at  the  G7 
meeting  this  weekend  by  a 
10  basis  point  cut  in  interest 
rates  and  a temporarily 
cheaper  year 

“But  apart  from  a few 
young  turks,  the  Japanese 


government  and  the  BoJ 
generally  remains  resistant 
to  monetisation,”  he  said. 

■ Asian  emerging  market 
currencies  were  little  traded 
yesterday  as  lunar  new  year 
holidays  dosed  many  of  the 
local  currency  markets. 

But  the  yen’s  fall  this 
week  has  restored  the  locus 
on  the  possibility  of  a Chi- 
nese devaluation,  with  con- 
sequent pressure  on  other 
currencies  In  the  region. 

Of  the  currencies  that 
were  traded  yesterday,  the 
Indonesian  rupiah  rose 
slightly  during  the  Asian 
trading  session.  After  falling 
below  Rp9,000  against  the 
dollar  at  the  end  of  January 

■ OTHHI  CUBREHCIB 
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on  renewed  social  unrest, 
the  rupiah  has  since  Clawed 
back  some  of  its  losses,  clos- 
ing at  Rp8700  yesterday. 

But  the  prospect  of  further 
yeii  weakness  and  continued 
pi-iiWr-qi  instability  in  Indon- 
esia may  leave  the  currency 
vulnerable  to  further  falls. 

■ Conflicting  forces  kept 
sterling  little  moved  yester- 
day. 

In  the  bull  comer  were  the 
UK  labour  market  data, 
showing  unemployment 
stubbornly  failing  to  rise 
despite  the  slowdown  in  the 
economy.  On  the  bearish 
ride  were  the  minutes  of  the 
latest  monetary  policy  com- 
mittee meeting,  revealing 
that  all  to  tip  members  had 

voted  for  at  least  a SO  basis 
paint  cat 

Faced  with  these  two 
pieces  of  news,  the  market 
evidently  decided  they  were 
equal  and  opposite  and  ster- 
ling stayed  put,  closing  little 
changed  at  $1,636  against  the 
dollar. 
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FINANCIAL  TIMES  TH  URSDA  V FEBRV  AR  V I * 1 
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Futures  price 


^i^F^RT 

By  Paul  Sotman 
aid  GSSan  O'Canrar 


World  commodity  markets 
showed  renewed  signs  of 
weakness  yesterday  as  crude 
oil  prices  slipped  below  $10  a 
barrel  in  London  and  the 
broad-based  Bridge/CRB 
Futures  Price  Index  Cell  to  a 
new  34-year  low. 

In  late  trading  on  Lon- 
don's International  Petro- 
leum Exchange  the  bench- 
mark April  contract  for 
Brent  crude  oil  was  $10.16, 

having  dipped  to  $9.90  at  one 


stage  in  the  day.  Tuesday's 
close  was  $10.05. 

In  the  absence  of  any  fun- 
damental market  news,  trad- 
ers appeared  to  be  waiting 
for  the  weekly  inventory  fig- 
ures from  the  American 
Petroleum  Institute.  The  fig- 
ures were  expected  to  show 
a build-up  in  stocks  in  the 
wake  of  last  week's  unex- 
pected draw-down. 

The  Bridge/CRB  index,  a 
basket  of  futures  prices  from 
the  main  commodity  sectors, 
stood  at  18-L32  late  yester- 
day, having  closed  at  184.33 
an  Tuesday,  its  lowest  since 

June  16  1975. 
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index  drops  to  24-year  low 


Analysts  said  the  perfor- 
mance of  the  index  - which 
includes  livestock,  coffee, 
cocoa,  sugar,  grains,  energy, 
and  base  and  precious  met- 
als - reflected  the  wide- 
spread torpor  in  commodity 
prices,  which  are  still  suffer- 
ing from  weak  demand  as  a 
result  of  the  financial  crises 
in  Asia  and  Russia. 

Oversupply  in  sectors  such 
as  base  metals  and  sugar  is 
also  keeping  prices  low, 
while  currency  devaluations 
such  as  in  Brazil  have  led  to 
market  fears  that  commodity 
exports  will  rise,  boosting 

supplies  still  further. 


Base  metals  had  a slightly 
better  day  on  the  London 
Metal  Exchange,  but  traders 
remained  gloomy.  The  firm- 
ing in  prices  at  the  begin- 
ning of  the  month  - which 
had  translated  into  gains  in 
mining  shares  - was  seen  as 
yet  another  false  dawn,  and 
mining  shares  slipped  back 
along  with  the  metal  prices. 

Nickel,  lead  and  zinc 
prices  are  all  higher  than 
they  were  at  the  start  of  the 
year,  but  are  finding  it  hard 
to  make  headway  while  the 
dominant  metals,  copper  and 
aluminium,  remain 

depressed. 


On  the  London  bullion 
market  the  silver  price  was 
fixed  lower,  following  the 
sharp  sell-off  in  New  York 
the  previous  day.  But  both 
silver  and  gold  markets 
remained  relatively  quiet 
World  Gold  Council  fig- 
ures released  yesterday 
show  total  demand  for  1998 
was  2,712  tonnes.  II  per  cent 
below  the  record  set  in  1997. 
The  main  cause  of  the  fall 
was  the  spate  of  Asian  sales 
in  the  first  quarter.  There- 
after demand  lacked  up  and 
fourth-quarter  demand  was  a 
record  for  any  three-month 
period  at  807m  tonnes. 


Strong  markets  in  the  US. 
Brazil  and  Mexico  and  a 
steady  performance  in  the 
Middle  East  more  than  offset 
the  continuing  impact  of  the 
economic  and  currency  cri- 
ses in  several  Asian  coun- 
tries. 

On  the  London  Interna- 
tional Financial  Futures  and 
Options  Exchange,  robusta 
coffee  futures  rose  slightly. 
The  most  actively  traded 
March  contract  ended  up  $5 
from  Tuesday's  close  at 
$1,743  a tonne,  while  May 
was  unchanged  at  $1,650  a 
tonne.  May  cocoa  closed  up 

S5  at  S904  a tonne. 


Falling  rupiah  gives  pulp 
producers  hollow  victory 

A slump  in  demand  and  mounting  debts  have  eaten  up  much  of 
the  foreign  exchange  gain  on  exports,  writes  Sander  Thoenes 


The  collapse  of  the  rupiah 
has  enabled  Indonesia's 
pulp  and  paper  produc- 
ers to  beat  competitors  by  a 
wide  margin  but  mounting 
debt,  social  unrest  and  an 
economic  crisis  have  meant 
the  victory  is  rather  hollow. 

A steady  slide  in  world 
prices  for  pulp  to  around 
$460  a ton,  has  forced  North 
American  and  Scandinavian 
producers  to  shut  down  or 
reduce  capacity,  but  not 
Indonesia. 

Asia  Pulp  & Paper.  Indon- 
esia's largest  producer,  with 
2m  tons  of  pulp  and  4.2m 
tons  of  paper  and  packaging 
capacity,  saw  pulp  produc- 
tion costs  drop  from  $290  to 
less  than  $100  a ton  as  the 
rupiah  lost  a third  of  its 
value. 

Asia  Pacific  Resources 
International,  its  largest 
competitor,  pat  its  current 
cost  at  $98  a ton.  Costs  were 
even  lower  when  the  rupiah 
hit  lows  of  Rpl7,000  to  the 
dollar  compared  with 
Rp8,600  now. 

‘There  is  a huge  cost 
advantage  for  Indonesian 
producers,"  said  Tom  Inglis, 


analyst  with  ING  Barings  in 
Singapore.  “The  Brazilians 
are  starting  to  enjoy  the 
same  advantage  but  not  as 
much  as  the  Indonesians." 

A slump  in  demand  in 
Asia,  however,  has  limited 
the  opportunities  for  boost- 
ing market  share,  while 
rapid  expansion  has  left 
Indonesia's  three  big  produc- 
ers heavily  in  debt,  with 
loans  in  dollars  eating  up 
much  of  the  foreign 
exchange  gain  on  exports. 

They  are  operating  in  a 
country  where  hanks  are  col- 
lapsing, affiliated  companies 
are  going  broke,  law  and 
order  is  breaking  down  and 
a new  government  is  imple- 
menting economic  reforms 
that  affect  their  business. 

APP’s  problems  involve  a 
bitter  dispute  with  an  equip- 
ment supplier  and  a cash- 
flow crunch  that  partly 
reflects  the  high  cost  of 
interest  on  debt  One  APP 
subsidiary  alone,  Indah  Kiat, 
has  gross  debt  of  $2Jibn. 

While  APP  has  remained 
current  on  principal  and 
interest.  Asia  Pacific  has 
failed  to  pay  principal  and 


part  of  its  interest  payments 
and  is  struggling  to  persuade 
creditors  to  reschedule  more 
than  $600 in  due  this  year 
and  last. 

Asia  Pacific  has  also  been 
much  more  affected  by  the 
political  turmoil  in  Indon- 
esia. It  spun  off  its  former 
flagship  Indorayon  earlier 
this  month  in  an  effort  to 
limit  the  effects  on  the  hold- 
ing company  of  a conflict 
with  neighbouring  villagers 
over  alleged  pollution. 

Indorayon,  which  is  listed 
in  New  York,  used  to 
account  for  Asia  Pacific's 
sales  but  protesters  last  year 
forced  it  to  shut  down  by 
blocking  supply  routes. 

By  the  third  quarter  Indo- 
rayon resumed  operations 
but  represented  only  20  per 
cent  of  Asia  Pacific's  sales 
and  4 per  cent  of  gross  prof- 
its. according  to  Karin 
Bishop,  Asia  Pacific  investor 
relations  officer. 

Indorayon  is  awaiting  a 
government  audit,  which 
may  lead  to  closure  of  the 
plant  if  officials  agree  with 
complaints  that  it  has  pol- 
luted the  environment 


Logjam:  rapid  expansion  has  left  Indonesia's  big  three  pulp  and  paper  producers  heavfly  in  debt 


Asia  Pacific  planned  to 
expand  paper  production  at 
its  Rlaupaper  mill  but  Tom 
Blackburn,  its  chief  financial 
officer,  said  rising  political 
risk  barred  a planned  Finn- 
ish export  credit  for  two 
paper  machines. 

Its  partner.  UPM-Kymmene, 
said  earlier  this  month  it 
was  renegotiating  joint 
projects  with  Asia  Pacific, 
raising  concern  that  the  alli- 
ance may  fizzle  out  alto- 
gether. 

Kiani  Kertas,  a new  pulp 
mill,  has  barely  been  opera- 
tional because  of  faulty 
equipment.  It  faces  high  debt 
ami  low  ratings  with  domes- 
tic hanks  after  the  fall  from 
grace  of  its  main  backer.  Bob 


Hasan,  along  with  his 
patron,  former  president 
Suharto.  Mr  Hasan  offered 
the  plant  to  the  government 
in  payment  of  separate  debts 
but  officials  declined  and  left 
Kiani  looking  for  a new 
investor. 

A fourth  mifi.  owned  by 
timber  company  Barito 
Pacific,  is  late  in  starting  up 
and  burdened  by  financial 
troubles  of  its  sponsor  as 
welL  Other  projects  are  on 
hold  because  of  Indonesia's 
crisis  and  because  new  plan- 
tations involve  new  plant- 
ings rather  than  catting 
existing  forests,  increasing 
start-up  costs. 

APP,  Asia  Pacific  and  Bar- 
ito also  face  a new  challenge 
from  the  forestry  ministry, 


which  has  said  it  will  limit 
ownership  of  plantations  to 
100.000  hectares  a province. 

Prisca  Deassy,  investor 
relations  officer  of  APP,  does 
not  expect  this  to  affect  cur- 
rent pulp  producers  but  she 
said  APP  may  offer  to  share 
revenues  with  local  co-opera- 
tives, which  are  being  pro- 
moted by  the  new  govern- 
ment. All  the  large 
producers  were  closely  affili- 
ated with  Mr  Suharto  and 
face  a backlash  against  the 
conglomerates  that  mush- 
roomed under  his  reign. 

“I  don’t  think  the  govern- 
ment will  jeopardise  our 
business,"  Ms  Deassy  said. 
"Our  dollar  income  means 
dollar  income  for  the  govern- 
ment as  well." 


India  to  rely 
more  heavily 
on  oil  imports 


By  Mark  Nicholson  in  New  Delhi 

India's  dependence  on 
imported  oil  will  rise  to  TO 
per  cent  of  its  needs  from  60 
per  cent  within  five  years  on 
current  demand  and  produc- 
tion trends,  according  to 
estimates  in  the  govern- 
ment's latest  five-year  plan. 

The  plan,  prepared  by 
India's  planning  commission 
to  guide  policy  and  state 
investment,  says  demand  for 
petroleum  products  will  rise 
from  83.73m  tonnes  this  year 
to  104 Am  tonnes  by  2002. 

Domestic  production,  how- 
ever, is  expected  to  remain 
fiat  over  the  period,  rising 
from  34.42m  tonnes  this  year 
only  to  36A8m  tonnes. 

The  plan’s  authors  warn 
that  on  likely  trends  India 
will  face  severe  balance  of 
payments  pressures,  given 
an  expected  5.8  per  cent 
annual  rise  in  demand  for 
petroleum  products  to  2002. 
Expectations  remain  modest 
for  further  oil  discoveries  in 
India,  which  has  only  0.04 
per  cent  of  the  world's 
known  hydrocarbon 
reserves. 

The  report  notes  a slide  in 
India’s  replacement  ratio  - 
the  measure  of  new  found 
reserves  relative  to  depletion 
- which  has  slipped  below  1. 
indicating  India  is  running 
down  its  proven  oil  reserves. 
While  planners  five  years 
ago  expected  ONGC  and  OIL. 
India’s  two  main  state- 
owned  upstream  operators, 
to  discover  up  to  1.3bn 
♦nnnpg  of  additional  hydro- 
carbon reserves,  actual  dis- 
coveries have  amounted  only 
to  700m  tonnes. 

The  two  are  expected  to 
add  865m  tonnes  of  oil  and 
gas  reserves  by  2002.  accord- 
ing to  the  plan  document, 
which  suggests  a further 
200m  tonnes  may  arise  from 
exploration  blocks  recently 
awarded  to  private  oil  com- 
panies. 


The  document  neverthe- 
less suggests  India's  replace- 
ment ratio  will  remain 
between  0.73  and  l over  thp 
period,  suggesting  reserve 
depletion  will  continue. 
India  currently  has  known 
reserves  of  tonnes  of 
crude  oil  and  660b n cubic 
metres  of  natural  gas. 

India's  reliance  on 
imported  oil  has  grown 
markedly  since  the  mid- 
1980s,  when  the  country  pro- 
duced up  to  70  per  cent  of  its 
needs.  This  reliance  is  partly 
a result,  say  the  plan's 
authors,  of  the  increasing  oil 
intensity  of  India's  economy. 

It  notes  that  the  share  of 
transport-related  fuel  prod- 
ucts. including  diesel  and 
petroleum  spirit,  rose  from 
54  per  cent  of  India's  energy 
consumption  In  I97u  to  to 
per  cent  in 

“If  these  trends  continue, 
they  will  g^ve  rise  to  severe 
balance  of  payments  prob- 
lems. since  all  these  prod- 
ucts. except  motor  spirit,  io 
addition  to  crude  oil  arc 
imported  at  the  margin," 
says  the  document. 

The  plan's  authors  make  a 
range  of  recommendations  to 
help  shore  up  India's 
increasingly  vulnerable 
energy*  sector,  including 
offering  further  fiscal  incen- 
tives to  those  already  con- 
tained in  the  New  Explora- 
tion and  Licensing  Policy, 
launched  more  than  a year 
ago  to  a disappointing 
response. 

Recommendations  also 
include  accelerating  domes- 
tic exploration,  particularly 
in  frontier  areas  such  as  the 
north-eastern  states,  having 
Indian  oil  companies  acquire 
equity  oil  from  participation 
in  overseas  blocks,  improv- 
ing reservoir  management 
and  farther  deregulation  of 
administered  petroleum 
product  prices  to  encourage 
further  foreign  and  private 
investment 
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The  best  way  to  index  Europe 
sector  by  sector?  Precisely. 
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107.35  +1.80  107.40  10040  709  3593 
10845  +1.70  10940  10775  127  1508 
11040  +140  11040  10940  43  480 

24595  37722 


■ CORSE  3C0)  (US  canblposaQ 


Mi  10 

Donat  daft 9045 

15  day  usage 9340 


Tut  day 

nfla 

n/a 


■ UMTE  SUGAR  UR¥  (50  tomes  Stan) 


■w 

2224 

-07 

223.4 

2194  1,730  23.430 

tag 

21BJ 

-0.1 

2175 

2133  607  10225 

Del 

2094 

- 

2095 

2069  451  7419 

Dac 

2114 

+04 

2100 

2104  3 1491 

Mar 

2142 

-0.4 

2(44 

2124  552  1454 

«■» 

2109 

-08 

2174 

2154  M 528 

Total 

3777  45448 

■ SUGAR  11'  CSCE  (112400AB:  centsAMl 

Mar 

895 

+002 

6. 86 

62914481  41755 

«*Y 

847 

-001 

550 

11410462  54,099 

M 

627 

-014 

676 

645  2418  35.681 

Oct 

655 

-0.17 

678  1487  21.775 

Mar 

797 

-0.14 

7.15 

700  236  14.187 

Mar 

7.14 

-0.16 

725 

7.10  35  2783 

Total 

30466178408 

M COTTON  NYGE  (SlOOabK  oentt/bd 

M* 

57  83 

+088 

5870 

5005  9424  14455 

■ay 

57.78 

+097 

5820 

57.10  7459  27799 

to 

5125 

+042 

58.70 

5740  2438  14297 

Oet 

5925 

+050 

a-w 

5180  34  1410 

Dac 

59.73 

+044 

6015 

5040  880  15776 

Mar 

00.73 

+045 

8090 

6050  a 1.743 

Total 

21272  76.1B 

■ CHARGE  JUKE  NYU  (15JDm*s  centaM 

May 

Jd 

Sap 


Total 


8475  -120  8745  8340  1442  14530 
8240  -130  8640  8240  1543  9,736 
8345  -245  0840  8240  210  4.167 
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CROSSWORD 

No .9.9  i 7 Set  by  AR  MO N IE 


ACROSS 

l A flow  of  air  that  could  be 
bitter  (7) 

5 It  may  provide  support  for 
a schooner  or  trading  ves- 
sel (7) 

9 Rich  dessert  one  bachelor's 
abandoned  for  a dance  (SI 

10  In  repose  practise  self -disci- 
pline (9) 

11  Present  subversive  item 
about  the  press,  etc  (9) 

12  Jam  in  a piece  of  cake  (5) 

13  Ghost  tormented  ancient 
people  (5) 

15  Publicise  an  isolated  area 
where  plane  makes  a drop 
(3,6) 

18  Classical  historian  and 
champion  spot  you  and  me 
(9) 

19  Daughter  in  ill-fated  tour  of 
Royal  house  (5) 

21  Eastern  country  has 
investment  of  German  cap- 
ital (5) 

23  Thailand  possesses  head- 
land in  urban  vista  (9) 

25  Creature  from  New  Guinea, 
said  to  be  a bow-legged 
duck  (9) 

26  Indian  leaders  presented 
data  for  computer  (?) 

27  Badly  trained  for  part-ex- 
change deal  (5-2) 

28  Strayed  wickedly  on  the 
Sabbath  (4,3) 

DOWN 

1 Sovereign  embraced  by 
plucky  sweetheart  (7) 

2 Two  masters  intervene  to 
change  their  own  college 
(4,5) 

3 Fine  pair  of  monkeys  (5) 

4 A good  social  worker  sup- 
ported prison  sentence  for 
harridan  (9) 


5 Shed  eastern  class  system 
(5) 

6 Burrow  under  a royal  ter- 
race for  plant  (9) 

7 Eastern  gangsters  turn  up 
spiteful  gossip  about  one 
(5) 

8 Draw  back  from  giving  sol- 
diers a free  dinner  (7) 

14  Incidental  criticism  of 
players’  small  sponge  (9) 

16  Sewer-rat  goes  wild  ingest- 
ing old  perfumery  ingredi- 
ent (4-5) 

17  The  child  slept?  That’s 
novel!  (9) 

18  Swimmer,  a politician, 
sheltered  in  shack  (7) 

20  Try  again  to  adopt  measure 
that's  a hazard  for  astro- 
nauts (2-5) 

22  In  the  deluge.  Noah  man- 
aged to  sail  (5) 

23  A source  of  irritation 
makes  god  nasty,  initially 
(5) 

24  Keeps  furtive  watch  on 
bird  on  board  ship  (51 


Solution  9,916 


For  solutions  to  today’s  crossword  call  0891  430060. 
Calls  cost  50p  a minute. 
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LONDON  STOCK  EXCHANGE 

Footsie  pauses  after  four-day  winning  streak 

MARlfPT  nppnrjT  " initially  bearish,  driving  the  the  index  down  to' a session  The  minutes  of  the  Febru-  was  widely  seen  as  the  cats-  accounting  fo 
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FTSE  Wl-Share  KHteic 


Equity  shares  traded 

icrew*  ty  w-pw  lauUw 


By  Steve  Thompson, 

IK  Stock  Market  Editor 

The  big  domestic  and 
international  institutions 
stood  back  from  London  and 
most  of  the  other  big  Euro- 
pean equity  markets  yester- 
day. preferring  to  wait  and 
see  how  Wall  Street  digested 
the  recent  batch  of  impor- 
tant corporate  news  reports 
from  the  US. 

In  the  event.  Wall  Street’s 

response  yesterday  to  fourth- 

quarter  figures  from  Dell 
and  Hewlett-Packard, 

released  on  Tuesday,  was 


initially  bearish,  driving  the 
Dow  Jones  Industrial  Aver- 
age and  other  US  indices 
lower. 

“For  us  in  London  and  the 
rest  of  Europe  it  was  mostly 
a waiting  game  for  Wall 
Street,"  said  one  dealer.  The 
Dow  bad  disappointed  over- 
night, finishing  22  points  up 
after  being  more  than  1QQ 
points  higher.  The  US  mar- 
ket dipped  off  at  the  start 
yesterday  before  making 
rapid  progress  after  London 
closed. 

After  four  winning  ses- 
sions, the  FTSE  100  suffered 
from  persistent  pockets  of 
profit-taking,  which  drove 


the  index  down  toa  session 
low  of  6.040.7.  down  673. 

A late  rally  took  it  back 
briefly  into  positive  ground 
only  to  see  the  leaders  drift 
off  again  and  leave  the  Foot- 
sie 30.2  lower  at  6,078.4. 

Second-liners  were  also 
put  under  pressure,  the 
FTSE  250  sliding  26.4  to 
6,174.5.  The  small-caps, 
which  have  struggled  during 
the  stunning  upside  perfor- 
mance of  the  leaders  over 
the  previous  four  sessions, 
continued  their  rather 
sedate  progress.  The  FTSE 
SmallCap  index  moved  up 
2.4  to  24150.5,  its  fifth  consec- 
utive gain. 


Hie  minutes  of  the  Febru- 
ary’ meeting  of  the  Bank  of 
England's  monetary  policy 
committee,  after  which  rates 
were  cut  by  basis  points, 
revealed  that  eight  of  the 
members  voted  for  a 50  basis 
points  reduction  and  one. 
Willem  Buiter.  a former 
hawk,  for  75  basis  points. 

The  discussion  revealed  m 
the  document  that  rates  had 
only  just  moved  into  neutral 
territory  was  interpreted  by 
some  as  a signal  that  rates 
may  fall  further  in  coming 
months.  A small  fall  in 
unemployment  did  not  seem 
to  dent  that  view  on  rates. 

The  banking  sector,  which 


was  widely  seen  as  the  cata- 
lyst for  the  stock  market's 
recent  revival  after  good 
results  from  Lloyds  TSB  and 
reassuring  figures  from  Bar- 
clays. remained  in  the  fore- 
front of  investors’  attention 
with  Woolwich  announcing 
a !5p  a share  special 
dividend. 

Dealers  insisted  there  was 
never  any  real  downside 
pressure  being  exerted  on 
the  London  market,  a view 
reinforced  by  the  relatively 
low  level  of  activity  in  the 
market  yesterday. 

Turnover  at  6pm  was  966m 
shares,  with  volume  in  the 
FTSE  100  constituents 


accounting  for  55  per  cent  of 
overall  business. 

However,  the  level  of  busi- 
ness in  the  market  In  recent 
weeks  has  been  highly 
encouraging-  * 

posrr.  the  dealing  system 
which  matches  buy  and  sell 
orders  for  institutional  cli- 
ents to  the  London  market, 
and  which  offers  anonymous 
and  low-cost  dealing, 
claimed  a 1.5  per  cent  share 

of  business  in  the  UK  mar- 
ket and  business  worth 
£13.7bn  during  its  first  three 
months  of  trading. 

POSIT  is  jointly  owned  by 
ITG  of  the  US  and  Society 
Gene  rale  of  France. 
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United 
roadshow 
gives  lift 

COMPANIES  REPORT 
By  Peter  John,  Joel  Kbazo 
and  Simon  Bern  holt 


United  News  & Media  was 
one  of  Footsie's  best  per- 
formers following  a road 
show  at  which  the  newspa- 
per and  television  group 
promised  great  things. 

The  shares  rose  29‘.i  to 
629‘  jp  after  the  group  vowed 
to  achieve  double-digit  reve- 
nue growth  over  the  next 
three  years. 

The  group  also  said  it 
would  establish  operating 
margins  that  ranked  with 
the  best  UK  media  groups. 

But  there  was  some  scepti- 
cism. One  sector  specialist 
said:  “If  they  couldn't 
achieve  it  in  the  last  eight 
years  when  inflation  was 
raging,  the  US  economy  was 
powering  ahead  and  technol- 
ogy was  boosting  the  indus- 
try. why  should  they  achieve 
it  now?" 

Nevertheless,  the  stock 
was  almost  on  a government 
bond  yield  parity  at  the  start 
of  trading,  even  though  it  is 
in  a highly-rated  sector,  and 
the  market  was  prepared  to 
give  the  company  a chance 
to  prove  itself. 

A broker’s  recommenda- 
tion for  food  and  drinks 
group  Cadbury  Schweppes 
refocused  attention  on  the 
attractions  of  the  stock  and 


helped  the  shares  buck  the 
poor  market  trend. 

Just  a week  before  the 
company  publishes  full-year 
figures.  Merrill  Lynch  raised 
Us  recommendation  from 
"accumulate"  to  “buy". 

The  shares  jumped  51  or 
5.37  per  cent  to  £10.01,  the 
best  performer  in  the  FTSE 
100.  Volume  was  4.1m. 

Merrill  Lynch  said  the 
shares  had  further  to  rise 
and  restated  its  near-term 
share  price  target  of  £1135. 

Cadbury  is  in  the  process 
of  selling  its  non-US  bever- 
ages unit  to  Coca-Cola  and 
Merrill  indicated  it  would  be 
disappointed  if  the  group  did 
not  make  any  announce- 


ments in  the  coming  months 
about  returning  funds  to 
shareholders.  “We  believe 
this  will  reduce  the  cost  of 
capital.”  said  the  broker. 

Merrill  expects  Cadbury  to 
report  profits  of  £600m, 
against  £575m  (excluding 
exceptional^  last  time. 

Figures  from  BP  Amoco, 
the  UK's  biggest  company, 
were  at  first  glance  at  the 
top  end  of  forecasts. 

But  the  oil  major  was 
unable  to  compete  with  an 
underlying  oil  price  that 
dipped  below  $10  a barrel. 

And  questions  at  the  ana- 
lysts' meeting  highlighted 
the  fact  that  it  was  slipping 
down  the  league  table  in 
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terms  of  return  on  capital. 

John  Toalster.  at  SG  Secu- 
rities, said  it  had  been 
“firmly  knocked  off  its  ped- 
estal as  top  performer". 

And  Liz  Butler,  pointing 
out  that  the  sliding  returns 
were  a pure  reflection  of  the 
merger,  said:  “I  don’t  doubt 
they  will  get  it  right  on  the 
day.  1 Just  worry  that  the 
day  might  be  two  years 
away.  They're  going  into 
choppy  waters  with  a share 
price  that  is  too  high." 

BP  Amoco  ended  the  day 
16‘:  lower  at  84 Op  while 
Shell  Transport  dribbled 
away  8'-=  to  319p. 

British  Airways  put  on 
13‘-4  to  429'tp  as  Morgan 
Stanley  Dean  Witter  pub- 
lished a positive  note  on  the 
stock,  upgraded  its  recom- 
mendation and  also  set  a 
new  price  target  for  the 
stock. 

Martin  Borghetto  at  the 
broker  admitted  short-term 
trading  conditions  were  still 
tough,  but  countered:  “The 
valuations  at  these  levels  are 
appealing  particularly  as 
there  are  indications  of  heal- 
ing in  the  global  economy." 

Upgrading  its  recommen- 
dation from  "outperform"  to 
“strong  buy",  Morgan 
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Stanley  set  a new  12-month 
share  price  target  of  525p 
and  said  it  believes  that 
"medium-term  potential 
should  exceed  this". 

There  was  talk  of  a big 
buyer  in  the  market  for  engi- 
neering group  GKN.  The 
shares  appreciated  31  to 
876'Ap. 

BAe  under  fire 

Two-way  business  in 
British  Aerospace  brought 
volume  of  S£m  as  the  shares 
hardened  1'  = to  430p. 

The  recent  news  that 
Saudi  Arabia  was  postpon- 
ing its  planned  artillery 
acquisition  programme 
because  of  the  kingdom's 
financial  problems  has 
started  weighing  heavily  on 
the  minds  of  several  brokers. 

One  sector  specialist  said: 
"The  fear  is  for  the  AI- 
Yamahma  defence  equip- 
ment contract  with  the  UK. 
Saudi  Arabia  may  consider 
scaling  it  back."  British 
Aerospace  earns  between 
£I.5bn  and  £2bn  in  sales 
from  tbe  contract  each  year. 

Woolwich  perpetuated  the 
positive  trend  in  the  banking 
sector  as  it  came  out  with 
profits  near  the  top  of  the 
range  of  analysts'  forecasts 
and  a special  dividend.  Hav- 
ing returned  £236m  to  share- 
holders. Woolwich  also  said 
it  would  continue  with  its 
share  buy-back  programme. 
The  shares  rose  19'«  to 
384*i p while  Alliance  & 
Leicester,  which  reports  next 
week,  gained  42'  ii  to  886‘  2p. 

WPP,  the  media  services 


group,  fell  IS'  » to  464"  ip  in 
spite  of  a 20  per  cent  boost  to 
gamings  and  10  per  cent  rev- 
enue growth.  The  numbers 
were  in  line  with  forecasts 
and  had  been  well  flagged  in 
the  weekend  press. 

Carpet  retailer  Allied  Car- 
pets retreated  51*  to  38‘.jp 
after  the  company  reported  a 
disappointing  January  sale 
and  a sharp  decline  in 
interim  profits. 

One  retail  sector  specialist 
said-  “The  misery  is  likely  to 
continue  particularly 
because  of  the  growing  popu- 
larity of  wood  flooring." 

The  day’s  worst  performer 
in  the  FTSE  100  was 
Rail  track  Group  which  yes- 
terday launched  its  first 
exchangeable  bond.  The 
shares  declined  77  to  £14.59. 

Railtrack  will  receive 
around  £400m  from  the  10- 
year  bond  issue  which  will 
allow  holders  to  convert  the 
bond  into  company  shares  at 
an  indicated  premium  of 
about  25  per  cent. 

British  Biotech  continued 
to  decline  towards  its  cash 
valuation,  dosing  down  Z1. 
at  20p. 

IOC  International,  the 
Aim-listed  components  com- 
pany. rose  10  to  59‘^p  after 
Newton  Investment  Manage- 
ment upped  its  stake  to  13 
per  cent.  The  £322m  price 
exceeded  most  expectations. 

Pubs  group  Sing  and 
Lettuce  fell  22  to  lG0V*p  after 
announcing  poor  interim  fig- 
ures. U also  said  full-year 
results  would  be  lower  than 
expected. 

Recruitment  group  Reed 
Executive  rose  19  to  lOQp 
and  Plasmou,  the  electrical 
equipment  manufacturer, 
rose  11  to  103Vap  as  brokers 
reported  a surplus  of 
demand  for  both  stocks. 

Leicester  City  rose  5 to 
42*.;p  after  reports  in  a local 
newspaper  of  a possible  bid 
for  the  company.  The  foot- 
ball club  said  no  formal 
approach  had  been  made. 

AB  Airlines  fell  12  to  35p 
after  announcing  a major 
restructuring. 
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STOCK 


MARKETS 


Profit  fears  and  pay  talks  restrain  Europe  fj^tedsystems 

UffWi  n mfEBUiEUf  European  markets  were  In  bond  markets  and  reduce  the  well  above  20  seem  to  be  lysts.  Our  own  top-down  But  IBES  says  this  seems  • 

enhance  Cano 


J RDUOjfiHn 

European  bourses  grabbed 
the  stock  market  limelight 
yesterday  as  activity  in  Asia 
and  the  US  seemed  subdued. 
writes  Philip  Coggcm. 

Chinese  New  Year  celebra- 
tions kept  trading  thin  in  the 
Asian  markets,  with  Tokyo 
dribbling  0.5  per  cent  lower. 
Meanwhile,  same  weaker- 
than-expected  sales  at  tech- 
nology stalwart  Dell  caused 
only  a brief  wobble  on  Wall 
Street  in  early  trading. 


negative  territory  for  much 
of-  the  day,  both  Frankfurt 
and  Paris  fhll  around  L5  per 
cent 

The  German  stock  market 
was  unsettled  by  a newspa- 
per report  that  Deutsche 
Telekom  expected  a fall  in 
1999  profits,  and  by  slow 
progress  in  the  talks 
between  the  engineering 
union  IG  Metall  and  the 
employers’  association. 

Agreement  on  too  high  an 
increase  would  upset  the 


chances  of  further  rate  cuts 
from  the  European  Central 
Bank,  which  meets  today. 

The  recent  weakness  of 
the  euro  relative  to  the  US 
dollar  has  not  had  the  kind 
of  reviving  effect  on  Euro- 
pean bourses  in  1999  that 
Investors  might  normally 
haveexpected. 

Concems  about  the  out- 
look for  European  corporate 
earnings  at  a time  when 
most  markets  trade  on 
price-earnings  ratios  that  are 


restraining  investor  confi- 
dence. 

The  strategy  team  at 
Credit  Suisse  First  Boston 
says:  “Year-on-year  changes 
in  the  DM  [now  eurodollar 
rate  have  typically  been  a 
good  lead  indicator  of  the 
direction  of  earnings  esti- 
mates within  Europe. 

“In  order  for  earnings  fore- 
casts to  catch  up  with  cur- 
rency movements  during 
1998,  we  stm  need  to  see  fur- 
ther downgrades  from  ana- 


earnings  forecasts  for 
Europe  ex-UK  are  85  per 
cent  for  1999  and  8.7  per  cent 
for  2000. 

“However,  a weaker  euro 
gives  us  confidence  that  we 
will  see  a floor  for  European 
earnings  estimates." 

According  to  trrr  Interna- 
tional, the  information 
group,  current  analysts’  fore- 
casts predict  higher  euro- 
zone earnings  growth  in  1999 
(11-6  per  cent)  than  in  1938 

(10.2  per  emit). 


unlikely,  given  analysts'  ten- 
dency to  begin  the  year  with 
overly  bullish  forecasts. 

“Forecasted  earnings 
growth  rates  are  already  in 
single  digits  for  Finland, 
Ireland,  Belgium  and  the 
Netherlands. 

"With  these  four  countries 
starting  1999  with  such  a low 
growth  forecast,  It's  likely 
that  their  forecasted  earn- 
ings growth  will  drop  info 
negative  territory  later  this 
year,"  says  IBES. 


.. . t/ 


Tech  concerns  Paris  falls  through  4,000 
weigh  heavily 
on  Wall  Street 


AMERICAS 


US  equities  were  mixed  at 
midday.  Blue-chip  shares 
managed  to  shake  off  a 
morning  downturn,  but  the 
computer  sector  stayed 
weak,  weighed  down  by  con- 
cerns about  Dell  Computer 
and  Hewlett-Packard,  writes 
John  Labate  m Nino  York. 

By  early  afternoon  the 
Dow  Jones  Industrial  Aver- 
age had  gained  85.05  or  0.7 
per  cent  at  9.362.08.  The 
broader  Standard  & Poor's 
500  index  was  6.98  higher  at 
25QJL34.  Despite  the  pick-up 
in  major  sectors,  market 
breadth  remained  negative, 
with  declining  shares  run- 
ning ahead  of  advancing 
ones  by  a margin  of  14  to  13 
on  the  NYSE. 

The  main  story  in  the  mar- 
ket was  the  release  of  earn- 
ings results  from  Dell  Com- 
puter, which  posted  slower- 
than-expected  revenue 
growth.  Dell's  shares  fell 
nearly  10  per  cent  in  early 
trading  but  recovered  a bit 
by  early  afternoon  to  trail 
17ft  or  8 per  cent  at 
Computer  maker  Hewlett- 
Packard,  which  also  reported 
its  results  after  the  market 
closed  on  Tuesday,  fell  $3f§> 
or  5 per  cent  to  $69ft. 

The  Nasdaq  composite 
index  stayed  lower  into 
afternoon  trading,  down 
11.53  or  0.5  per  cent  to 
2,302.34.  The  Russell  2000 
index  of  small  company 
shares  also  fell  back,  down 
by  less  than  1 point  to  395.59. 
Semiconductor  producers 
were  stronger,  with  Intel  up 
Sift  to  $127  ft  in  anticipation 
of  the  release  of  its  new  Pen- 
tium m chip.  Texas  Instru- 
ments climbed  45  per  cent 
or  $3{J  to  $95%. 

In  the  telecoms  sector, 
Lucent  Technology  rose  $1% 
to  $99%  after  it  announced  a 


stock  split.  Elsewhere,  Bell- 
South and  networking  com- 
pany 3Com  announced  a 
new  alliance  aimed  at  the 
high-speed  internet  market 
Investors  gave  the  deal  a 
mixed  recaption,  sending 
BellSouth  down  $3  or  more 
than  6 per  cent  to  $46% 
while  3Com  gained  $lft  to 
$3 8ft. 

Medical  device  producer 
Medtronic  was  the  most 
heavily  traded  stock  on  the 
NYSE  by  midday,  down  $5ft 
to  $76%  one  day  after  the 
company  issued  financial 
results  from  a recent  merger. 

Transport  shares  were 
mostly  higher,  with  Delta 
Air  lines  tip  $2%  to  $55  and 
US  Airways  gaining  *i%  to 
$46.  But  Trans  World  Air- 
ways tumbled  more  than  5 
per  cent  to  $5ft  after  the 
company  reported  a loss  for 
the  fourth  quarter. 

TORONTO  pushed  higher, 
but  broad  sentiment  was 
held  in  check  by  weak 
resource  stocks,  notably  ofl 
and  gas. 

Worries  about  interna- 
tional oil  prices  after  the  lat- 
est dip  below  $10  to  the  bar- 
rel sparked  selling  among 
oQs.  PanCanadian  Petroleum 
shed  30  cents  at  C$1550  and 
Imperial  Oil  came  off  35 
cents  at  C$23. 

Golds  also  met  with  sell- 
ing. Among  leaders,  Barrick 
gave  up  30  cents  at  C$2850 
and  Placer  Dome  shed  25 
cents  to  C$1750.  Teck  Corp 
dipped  5 cents  to  C$1L25. 

The  main  upside  features 
were  found  among  banks. 
Royal  Bank  of  Canada 
advanced  C$1.45  to  C$78.10 
and  Bank  of  Montreal  rose 
C$1.15  to  C$64.65.  Bank  of 
Nova  Scotia  added  25  cents 
at  C$31.70. 

At  the  noon  count,  the  30Q 
composite  index  was  up  752 
at  6,39650. 


Bovespa  plays  catch-up 
after  Carnival  holiday 


SAO  PAULO  returned  from 
its  two-day  Carnival  holiday 
in  upbeat  mood,  sending  the 
benchmark  Bovespa  index 
up  113  or  15  per  cent  at  9,065 
at  midsession. 

“Its  catch-up  time.  Vol- 
umes are  not  great,  but 
everybody's  watching  the 
gains  on  Wall  Street,”  said 
one  trader. 

MEXICO  CITY  reversed 
initial  losses  as  early  profit- 
taking  after  Tuesday’s  1.4 
per  cent  advance  gave  way 
to  renewed  buying.  Brushing 


aside  a softer  tone  in  the  fop 
eign  exchanges  for  the  peso, 
the  IPC  index  put  an  2054  at 
4,17958  by  midsession. 

CARACAS  fell  steeply  as 
investors  sold  heavily  in  the 
face  of  weak  international 
oil  prices.  At  midsession,  the 
IBC  index  was  down  13253 
or  35  per  cent  at  356559,  a 
fresh  low  for  the  year. 

SANTIAGO  was  little 
changed  in  low  trading  vol- 
umes at  midsession.  The 
IPSA  index  eased  0.07  to 
11052. 


EUROPE 

A disappointing  performance 
on  Wall  Street  and  weakness 
in  defence  stocks  dragged 
PARIS  1.7  per  cent  lower, 
with  the  CAC-40  ending 
below  the  4,000  mark  at 
3585.49.  down  6653. 

Lagardgre  lost  €1.02  at 
€37.48  while  Thomson-CSF. 
down  83  cents  or  2.7  per  cent 
to  €29.75,  suffered  as  the 
planned  merger  of  Aerospa- 
tiale and  Lagantere's  defence 
arm  Matra  threatened  to 
leave  CSF  isolated. 

OH  stocks  lost  ground  on 
weak  oQ  prices  before  gain- 
ing ground  in  late  trading. 
Total  recovered  from  a €92 
low  to  close  €1  lower  at 
€93.50  while  Elf-Aquitaine 
lost  90  cents  to  €9150. 

Eurotunnel  shed  9 cents  or 
65  per  cent  to  €154  - follow- 
ing a 17.7  per  cent  rise  on 
Tuesday  - as  takeover  spec- 
ulations subsided. 

Slightly  better-than- 
expected  1998  results,  pub- 
lished on  Tuesday,  did  little 

ifiieF 

1150  or  058  per  cent  to 
1,19751.  See  Earn  Prices  page. 

to  prop  up  electrical  equip- 
ment group  Legrand,  which 
closed  €6.90  lower  to  €190.10. 

Among  tiie  day's  gainers, 
CCF  continued  to  thrive 
ahead  of  the  sale  by 
MutueHes  du  Mans  of  its  75 
per  cent  stake  in  the  bank, 
climbing  €155  to  €8150. 

FRANKFURT  clawed  back 
heavy  early  losses,  and  the 
Xetra  Dax  index,  down  124 
points  at  one  stage,  ended 
74,69  lower  at  4520.42. 

Deutsche  Telekom,  under 
regulatory  pressure  recently, 
fell  steeply  on  a press  report 
that  its  profits  performance 
in  1998  had  been  far  from 
resilient.  The  shares,  the 
largest  single  component 
within  the  inttay,  ended  off 
€1.47  at  €3650  after  touching 
a session-low  of  €3552. 

Deutsche  Bank  lost  €1  at 
€47.95  despite  a-stronger- 
than-expected  results  state- 
ment suggesting  net  earn- 
ings for  last  year  could  have 
been  well  ahead  of  the  con- 
sensus of  broker  forecasts. 

Unsettled  by  a European 
Union  probe  into  banks’  for- 
eign-exchange fees,  Dresdner 
lost  89  cents  at  €3250  and 
Commerzbank  23  cents  at 
€2559. 


European  oils 
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Volkswagen,  caught  in  a 
cross-fire  between  rising 
European  car  market  share 
in  January  and  worries 
about  engineering  strikes, 
came  off  €154  at  €64.11. 
Diversified  telecoms  group 
Mannesmann,  which  puts 
out  annual  figures  today, 
gave  up  €3.18  at  €11350. 

Machinery  group  Kloeck- 
ner-Werke  jumped  €15  to 
€62.50  on  strong  four-month 
results.  Fashion  group  Hugo 
Boss  hardened  €20  to  €1500 
ahead  of  tomorrow's  results 
statement 

AMSTERDAM  moved 
lower  for  a third  session,  dip- 
ping 859  or  1.7  per  cent  to 
514.15  on  the  AEX  index, 
with  heavy  falls  among 
financial  h and.  t shakeout  at 
Royal  Dutch  leading  the 
market  lower. 

Telecoms  leader  KPN  was 
the  day’s  heaviest  casualty, 
falling  €1.70  or  3.7  per  cent 
to  €44.70.  Akzo  Nobel  came 
off  €150  at  €36  mid  Royal 
Dutch,  hurt  by  weak  interna- 
tional oil  prices,  finished 
€1.10  lower  at  €37.40. 

Disappointing  final 
quarter  results  from  US 
technology  benchmark  Dell 
Computer  and  the  subse- 
quent early  slide  for  the 
shares  on  Wall  Street,  hit 
both  Philips  and  ASM 
lithography. 

The  former  shed  50  cents 
at  €61  while  ASM,  off  €2.75 
at  one  stage,  ended  75  cents 
lower  at  €40.15. 

ZURICH  ended  positive 
after  a late  rally  with  the 
SMI  index  improving  30.7  at 
7,045.9. 

Extending  recent  gains  fol- 
lowing a $650m  US  acquisi- 
tion, CS  Holding  rose  a fur- 
ther SFr355  to  SFr232.  UBS 
ended  SFr250  to  SFr45L 

Foods  leader  Nestlfi  was 


Tax  cut  fuels  Jo’burg  rally 


SOUTH  AFRICA 


Johannesburg  rallied 
strongly  in  the  fading  min- 
utes  after  the  South  African 
budget  brought  news  of  a 
cut  in  corporate  tax. 

The  aH  share  index,  which 
touched  a session  low  of 


55075,  clawed  back  to  dose 
at  55715,  down  255.  “It’s  a 
good  budget  It  shows  a com- 
mitment to  fiscal  discipline,” 
said  one  broker. 

Financials  lost  32.7  at 
8,997.0  and  industrial  shares 
finished  down  19.8  at  6,6815. 
Golds  hardened  05  at  893.6. 


Weak  yen  drags  Tokyo  lower 


ASIA  PACIFIC 

Falling  long-term  interest 
rates  and  a weakening  yen 
caused  TOKYO  to  lose  its 
momentum  and  the  market 
moved  lower  for  the  first 
time  in  six  trading  days, 
writes  Naofco  Nakamae  in 
Tokyo. 

The  benchmark  Nikkei  225 
Average  fell  05  per  cent  or 
7357  to  14J58.67  after  trad- 
ing between  14,407.33  and 
14,146,64  during  the  day. 

Other  Indices  were  also 
little  changed,  with  the 
weighted  Nikkei  300  Index 
losing  0.4  per  cent  or  055  at 
219.00,  while  the  broader 
Topis  index  of  first-sector 
stocks  fell  4.60  to  1,097.08. 
Volume  was  moderate  at 
400m  shares,  with  729  issues 
declining  and  361  rising. 

But  exporters' shares  were 
buoyed  by  the  weaker  yen. 
Mitsubishi  Motor  jumped  5.7 
per  cent  or  Y20  to  Y371, 
while  Bridgestone  rose  4.1 
per  cent  or  Y10Q  to  Y256S. 
Canon  climbed  4 per  cent  or 
YlQQ  to  Y2.600.  Sony  gained 
2.8  per  cent  or  Y240  to 
Y854Q,  and  Fuji  Photo  Film 
rose  2.6  per  cent  or  YUQ  to 
Y4500. 

The  banking  sector  was 
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down  for  the  first  time  in  a 
week,  losing  L4  per  cent  on 
the  day.  Sakura  Bank  was 
down  2.68  per  cent  or  Y7  to 
Y254,  Sanwa  Bank  lost  1.7 
per  cent  or  Y19  to  YU31  and 
Sumitomo  Bank  fell  Y18  to 
Yi59o.  Bank  of  Tokyo-!® tsu- 
blshi,  the  second  most 
heavily  traded  stock  of  the 
day.  fen  Y12  to  Y1579. 

In  Osaka,  the  OSE  index 
came  off  2.66  at  14557.55. 

SYDNEY  rallied,  with 
strong  gains  among  telecom- 
munication and  bank  stocks 
more  than  making  amends 
for  a weak  session  among 
resource  stocks.  Rio  Tinto 


tumbled  28  cents  or  1.4  per 
cent  to  A$1958  on  the  news 
of  price  cuts  for  iron  ore 
shipments  to  Japan.  BHP 
lost  20  cents  at  ASU.60. 

However,  financials  remai- 
ned firm.  Westpac  added  31 
cents  at  AS1058  and  Lend 
Lease  gained  53  cents  to 
A$20j44.  Telecoms'  giant  Tel- 
stra rebounded  26  cents  or 
35  per  cent  to  AS8.47.  At  the 
dose,  the  An  Ordinaries  had 
clawed  back  to  2,882.2,  up 
2258  and  within  7 points  of 
its  session  high. 

WELLINGTON  pushed 
ahead  strongly  on  bid  news 
and  positive  third-quarter 
results  from  market  heavy- 
weight NZ  Telecom.  The  40 
capital  index  rose  31.75  or  15 
per  cent  to  2,18355. 

Telecom  added  27  emits  at 
NZ957  as  investors  gave  a 
warm  welcome  to  the  latest 
earnings  figures  plus  news 
of  senior  management 
changes.  Sentiment  was  also 
boosted  by  a cash  bid  for  an 
Australian  offshoot  of  Guin- 
ness Peat  Group  which 
ended  4 cents  higher  at 
NZ$159. 

BANGKOK  retreated 
further  after  last  Friday's 
double-figure  positive 
performance  and  a more 


modest  rise  ou  Tuesday, 
with  the  SET  index  whaHriing 
1254  to  338.02. 

Traders  said  the  3.5  per 
cent  plunge  was  dim  to  prof- 
it-taking after  last  week's 
advance,  pressure  freon  a 
strong  baht  and  concern 
about  the  weakening  yen. 
But  trading  was  light  as 
most  Aslan  markets 
remained  closed  for  the 
lunar  new  year  holiday. 

Bank  and  financial  Issues 
took  the  brunt  of  the  fall, 
with  the  sector  down  65  per 
cent.  Krung  Thai  Bank  lost 
Btl  to  Btl5,  while  Securities 
One  shed  Btt.70  to  Bt6.60 
and  Thai  Farmers  Bank 
dropped  Bt3  to  Bt5050. 

Property  stocks  also  weak- 
ened following  reports,  later 
denied,  that  Quality  Bouses, 
which  Is  negotiating  a 
restructuring  of  its  debt, 
might  write  down  its  capltaL 
The  share  lost  Bti.90  or  26.76 
per  cent  to  Bt550. 

JAKARTA  moved  lower  In 
minimal  volumes.  The  main 
market  mover  was  Telekom 
which  dipped  Rp50  to 
Rp2,850.  The  composite 
Index  ended  off  057  at  39757 
after  a session  mostly  domi- 
nated by  weak  attendance  as 
a result  of  the  holiday. 


also  in  demand,  adding 
SFr55  or  25  per  cent  at 
SFr2,60Q. 

HELSINKI  tumbled  as  a 
poor  showing  by  the  Nasdaq 
weighed  on  telecom  and 
high-tech  stocks.  The  Hex 
index  was  down  154.64  or  25 
per  cent  to  551259. 

Heavyweight  Nokia  shed 
€3.70  to  €11650,  while  rival 
Sonera  came  back  from  a 
€1555  low  to  end  4 cents 
lower  to  €16.01. 

Among  IT  issues,  seen  by 
traders  as  slightly  overval- 
ued, data  services  company 
Tieto  declined  20  cents  to 
€37  while  electronics  con- 
tracts manufacturer  Ekoteq 
shed  15  cents  to  €8. 

Merging  engineering 
groups  Valmet  and  Raima 
fell  after  posting  profits 
warnings  for  1999.  Valmet 
lost  €1.16  to  €855,  while 
Ratrmfl  shed  €150  to  €950. 

MILAN  closed  05  per  cent 


lower  despite  a good  show- 
ing by  the  iwnWng  sector. 
The  MIbtel  index  was  off  180 

to  22582. 

BCI  was  the  day's  main 
mover,  up  34  cents  or  6 per 
cent  to  €555,  recouping  all 
Its  1999  losses.  There  was 
speculation  that  BCI  share- 
holders Generali  and  Medio- 
banca had  asked  Spain’s 
Santander  to  shift  its  stake 
In  San  Paolo  IMI  to  BCL 

Unicredxto  added  13  cents 
or  3.4  per  cent  to  €4.73  after 
posting  1998  results  in  line 
with  expectations. 

Intesa  put  on  5 cents  to 
€4.77  despite  a statement  by 
Giovanni  Hagnli,  nhairniUTi, 
denying  he  was  in  with 
BCL 

OSLO  slid  2 per  cent,  tak- 
ing its  cue  from  weak  oil 
prices.  The  Total  share  index 
was  20.14  lower  to  97L1S  as 
Brent  blend  clawed  back 
above  $10  after  flirting  with 
record  lows. 

Petroleum  Geo-Services 
retreated  NK16  to  NKr84, 
after  hitting  a two-year  low 
at  'NKr78.  The  company 
reported  positive  but  lower- 
than-expected  1998  operating 
profits. 

Saga  Petroleum,  which 
reported  a 1998  loss  after 
posting  profits  in  1997,  lost 
NKi350  to  NKr€8. 

Also  affected  was  indus- 
trial group  Norsk  Hydro, 
down  NKrlO  to  NKr274. 
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Hopes  for  a faster  pace  of 
privatisations  and  initial 
public  offerings  from  family- 
owned  Egyptian  companies 
rose  yesterday  with  the 
announcement  that  the 
Egyptian  Stock  Exchange 
had  inaugurated  its 
automated  trading,  clear- 
ance^ settlement  and  surveil- 
lance systems. 

Key  to  attracting  the  pri- 
vate sector  to  the  market 
has  been  the  need  to  assure 
companies  that  the  ESE  is 
capable  of  overseeing  a high 
volume  of  trade  while  ensur- 
ing transparency. 

A steady  rise  out  of  the 
end-of-year  doldrums  has  in 
the  past  month  reinvigo- 
rated the  exchange  after 
almost  eight  months  in 
which  shares  declined  32  per 
emit  before  levelling  out  late 
last  year. 

Since  mid-December,  the 
CMA  index  has  risen  60  to 
4395.  Although  activity  has 
slowed,  except  in  the  mar- 
ket-leading banks,  Egypt  is 
now  regarded  as  one  of  the 
most  attractive  emerging 
markets. 

The  ESE  has  been 
equipped  with  automated 
trading,  exchange  manage- 
ment and  on-line  and  off-line 
surveillance  capabilities  that 
are  expected  to  greatly  bol- 
ster confidence  in  the  insti- 
tution. 

The  system  will  have  a 
central  depository  function, 
allowing  auditing  and  log- 
ging of  accounts  to  validate 
accounts  and  prevent  short- 
selling  by  brokers.  It  is 
expected  the  clearing  and 
settlement  system  will 
become  the  platform  for 
regional  standards,  the 
intention  being  to  create  per- 
manent links  between  the 
ESE  and  regional  exchanges. 

"This  system  flnhnnras  the 
liquidity,  faii-nmy  and  trans- 
parency of  tiie  system,"  said 
Sorni»h  Torgoman,  chairman 
of  the  exchange. 

“It  win  give  us  a strong 
back-office  capability  and 
equips  us  with  a strong  risk- 
management  system.  With 
this  advanced  surveillance 
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Four 

reasons  why 
STOXX  provides 

the  REAL 
benchmarks  for 

Europe. 


Investors  and  analysts,  fund  managers  and  index- 
based  product  issuers,  they  ail  have  their  own  specific 
criteria  for  benchmarks. 

To  successfully  satisfy  all  their  requirements  you  need 
to  have  four  core  attributes. 

You  need  to  get  REAL 

Rigorous.  Easily  tradable.  Appropriate.  Liquid. 

At  STOXX  our  logical  and  consistent  methodology 
couldn't  be  more  rigorous,  while  our  optimum 
stock/Hquidity  profile  means  a ready  market 


Our  separate  coverage  of  the  euro  and  par>-£uropean 
markets  by  sector  and  Industry  group  is  most 
appropriate.  And  our  liquidity  provides  an  ideal  basis 
for  the  successful  trading  of  derivatives. 

So,  for  more  Information  about  licensing  opportunities 
on  Europe's  leading  benchmarks,  simply  contact 
STOXX  LIMITED.  P.O.  Box,  Selnaustrasse  30, 

CH-8021  Zurich,  Switzerland. 

Phone  +41  (1)  229  2300.  Fax  +41  (1)  229  2301, 
e-mail  stoxxOstoxx.com  www.stoxx.com 
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system,  we  are  able  to  iden- 
tic risk  and  freeze  trades  if 
necessary" 

The  new  system  is  expec- 
ted to  be  working  within  two 
months,  though  adaptations 
will  go  on  as  the  market 
develops.  The  Installation  is 
a major  first  step  in  the 
development  of  the  BSE 
Launched  by  Mr  Torgoman's 
predecessor.  Sheri  f Raafat, 
when  be  took  over  as  chair- 
man in  1997. 

However,  the  ability  of  the 
exchange  to  function  as  an 
automated  system  relies  far 
its  success  on  the  introduc- 
tion of  technology  through- 
out the  capital  market,  and 
in  particular  the  upgrading 
of  telecommunications  and 
the  creation  of  a data  deposi- 
tory that  would  allow  the 
tracking  of  patterns  of 
behaviour  by  the  market  and 
by  ESE  members. 

While  Its  first  priority  is  to 
increase  Egyptian  investors 
from  500,000  to  5m,  ESE  also 
aims  to  enhance  the  co-ordi- 
nation of  regional  exchanges 
to  aid  region-wide  trade  and 
dual  listings. 

“We  hope  with  this  system 
we  will  play  a leading  role  in 
the  region,  as  there  are 
many  countries  which  have 
advanced  sales  systems  like 
this  one."  Mr  Torgoman 
said.  Exchanges  in  Bahrain. 
Riyadh,  Abu  Dhabi,  Beirut 
and  Kuwait  can  in  theory  be 
connected.  I 
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Rigorous.  Easily  tradable.  Appropriate.  Liquid. 

STOXX  LIMITED  A Joint  Venture  of  Deutsche  BOrse  AG  Dow  Jones  & Company  SBF-Boursede  Paris  Swiss  ExchanoeSUtfX. 
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